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Committee  ox  Ways  and  Means, 

House  of  Representatives, 

Wednesday,  Fehruan/  25,  1920. 

T^e  committee  met  at  10.45  o'clock  a.  m.,  Hem.  Jx)»epli  W.  Fordnciy 
(chairman)  presiding. 

The  Chairman.  Some  gentlemen  are  here  from  the  office  of  the 
Commissioner  of  Internal  Revenue  to  be  heard  on  the  bill  introduced 
by  Mr.  Green  of  Iowa,  H.  R.  12684,  which  provides  for  authority  for 
Commissioner  of  Internal  Revenue  to  establish  Government  bonded 
warehouses  and  to  concentrate  the  liquor  now  in  bonded  warehouses 
throughout  the  country  into  a  fewer  number  of  such  warehouse 
where  it  can  be  more  cheaply  and  safely  guarded. 

Mr.  Hawley.  And  more  easily  obtained. 

The  Chairman.  Well,  I  do  not  know.  That  depends  on  how  wedl 
you  stand  in  with  the  Commissioner  of  Internal  Revenue. 

Mr.  Bacharach.  Do  you  not  think  the  record  ought  to  show  that 
Mr.  Green  has  introduced  this  bill  by  request? 

The  Chairman.  Yes;  Mr.  Green  introduced  the  bill  by  request  of 
the  Treasur}^  Department  and  a  copy  waa  laUl  betore  every  member 
of  the  committee. 

(The  bill  r^erred  to  is  as  follows:) 

A  bill  Cby  Hr.  Green  of  Iowa)  Ux  the  enforoement  of  the  natknal  prohibition  act  by  establishing  and  main- 

tainitog  Qoveminent  wmrahomw^and  lor  oiher  pmpoaet. 

Be  it  enacted  by  the  Senate  and  Houm  o/  Re^e$enMive$  the  UmUd  States  of  America 
in  Congress  assemblBd,  That  when  used  m  thu  act  the  tern  '^GommiBskner"  zoeaiis  the 

Commissioner  of  Internal  Revenue. 

The  commissioner,  with  the  approval  of  the  Secretary  of  the  Treasury,  shall  establish , 
by  purchase,  rental,  condemnation,  or  other  means  such  number  of  warehouses  to  be 
known  as  Government  warehouses  for  the  storage  of  diBtilled  spirits,  at  such  places 
and  of  such  capacities  as  he  may  deem  necessary.  He  may  add  to  the  number  of 
Government  ivar^ouses  or  may  discontinue  warehouses  previously  established. 
Such  Government  warehouses  shall  be  in  the  custody  and  control  of  the  collector  of 
the  internal-revenue  district  wherein  the  warehouse  is  located. 

The  commissioner  may  require  the  removal  of  any  distilled  spirits  stored  in  any 
bonded  wardiouse  to  sudi  uovenment  inwidioased.  Govemment  wardioiMs 
shall  be  open  for  the  receipt  of  spirits  on  whidi  the  tax  has  been  paid.  The  commis- 
sioner may  cause  spirits  to  be  removed  from  one  Govemment  warehouse  to  another 
Govemment  warehouse,  or  may  authorize  such  removal  at  the  request  of  the  distiller 
of  the  spirits.  The  removal  of  spirits  from  a  bonded  warehouse  to  a  Government  ware- 
house shall  be  effected  by  and  nnder  the  directitm  of  ^  craunissioner,  and  the  ex- 
pense of  such  lemovdi  shall  be  borne  by  the  United  States.  The  expense  or  mnoval 
of  spirits  from  one  Govemment  warehouse  to  another  Govemment  warehouse  shall 
be  borne  by  the  United  States  unless  it  is  made  at  the  request  of  the  distiller,  in  which 
case  it  shall  be  borne  by  the  distiller.  In  case  any  distiller  shall  fail  to  comply  with 
any  requirement  of  the  commissioner  or  his  authorized  agent,  the  cconmisaiaii^  may 
cause  tne  spirits  to  be  moved  at  the  expense  of  the  distiller. 

Packages  which,  upon  infection  by  the  oflScer  at  the  bonded  warehouse,  do  not 
indicate  losses  by  unlawful  removal,  or  lesses  in  excess  of  the  amounts  allowed  by 
statute,  may  be  removed  from  bonded  warehouses  to  Govemment  warehouses  without 
regauge  at  the  bonded  warehouse.  \\Tien,  in  the  opinion  of  the  commissioner,  it  shall 
appear  tl^t  spir^  have  heek  mdlawhiUy  nunoved  bam  a  paclmge  in  a  bonded  ware- 
house, the  commissioner  shall  assess  the  tax  agsiilBt  the  ttMrasr  of  SMh  ipkits  ■» 
removed,  at  the  rate  of  $6.40  a  proof  gallon. 

Upon  withdrawal  of  spirits  from  Government  warehouses  for  tax  payment,  the  tax 
shall  be  levied  and  collected  upon  the  actual  contents  of  packages  at  the  time  of  with- 
drawal, such  contests  to  be  aso^rtaiiied  by  gauge  in  accoraiiica  witii^dsting  law. 
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The  commissioner  mav.  piirsiiaiit  to  the  provisions  of  section  3220,  Re^ised  Statutes, 
as  amended,  allow  claims  for  the  recovery  of  any  tax  paid  in  exceM  of  $2  i 0  p«r  piool 
saUon  on  any  spirits  dtoted  in  Government  wehoiiBee,  but  no  refund  of  tax  on  any 
Bpsrits  flhaU  be  allowed  unless  such  spirits  are  contained  in  the  distiller  s  on^al 
packages  in  which  thev  were  tax  paid,  or  in  duly  stamped  bottles  and  cases  in  which 
thev  were  bottled  in  bond  when  tax  paid.  Such  claims  may  be  allowed  only  to 
persons  proving  title  to  the  spirits  covered  thereby,  to  the  satolaction  of  to^  comima- 
sumer.  Any  peracm  deftauing  or  attempting  to  defraud  the  United  States  or  the 
iMitful  owner  of  the  Biririte  by  falsely  claiming  to  have  title,  or  any  person  removing 
or  attempting  to  remove  spirits  from  a  Government  warehoupe  except  m  accordance 
with  the  law  and  regulations  prescribed  in  pursuance  thereof,  t^hall  be  punishable  by  a 
fine  in  double  the  amount  of  the  claim  or  the  value  of  the  spirits  illegallyremoved  or 
attempted  to  be  removed,  with  an  additional  penalty  of  not  more  than  $500  or  impru- 
mineat  of  not  more  than  five  yean,  or  both.  In  case  of  payment  under  a  claim  to  any 
person  other  than  the  tnie  o^vTier  the  remedy  shall  be  by  suit  by  the  person  properly 
entitled  to  pa^-ment  atjainst  the  person  recei\ing  payment. 

The  commissioner  shall  cause  to  be  established  at  each  Government  warehouse 
suitable  equipment  for  the  bottling  of  spirits  on  which  the  tax  has  hem  paid,  and 
tibe  operation  of  this  equipment  shall  be  in  the  manner  indicated  by  the  act  approved 
March  3,  1897.  entitled  ''An  act  to  allow  the  bottling  of  distilled  ppirit?  in  bond, 
so  far  as  the  same  ie^  applicable.  The  commissioner  may,  upon  the  request  of  the 
distiller,  authorize  the  bottling  of  spirits  before  payment  of  the  tax,  but  spirits 
bottled  before  payment  of  the  t»x  shall  remain  in  me  Government  w^urdiouses  untal 
the  tax  has  been  paid.  The  commissioner  may  by  r^ulation  fi  x  the  size  of  containers . 
The  commissioner  shall  make  such  charge?  for  storafi^e  and  bottling  and  such  other 
charges  as  he  may  deem  necessary  and  sufficient  to  reimburse  the  United  States 
for  the  expense  incurred,  including  the  ori«|iiial  cost  of  procuring  and  establishing 
file  Government  warehouses  and  the  cost  of  removing  and  transporti]^  the  spirits 
thereto.  Such  charges  shall  be  a  lien  against  the  spirits,  and  elialf  be  paid,  together 
with  the  tax  and  any  other  charges  which  the  United  States  may  be  obligated  to 
collert.  before  removal.  If  at  any  time  the  charges  against  the  spirits  in  storage 
shall  approximate  the  value  thereof,  a  demand  shall  be  made  upon  the  distiller  for 
payment  thereof.  In  case  payment  is  not  made  within  thirty  days  aftw  demand 
llierefor,  tiie  spirits  shall  be  offered  for  sale  at  public  auction  to  persooB  qualified 
to  purchase  spirits.  If  the  amount  bid  is  not,  in  the  opinion  of  the  conamissioner 
or  his  agent,  sufficient,  the  spirits  shall  be  bid  in  for  the  Government  and  distributed 
by  the  commissioner  to  any  department  of  the  Government  or  agency  thereof  making 
application  therefor  for  medicinal,  mechanical,  or  scientific  uses.  The  commis- 
aioner  shall  station  such  employees,  including  deputy  coUectcnrs,  storekeeper- 
gaiigeiB,  watchmen,  and  clerks  at  each  Goveacninent  warehouse  as  he  may  deem 
tt€K!essary.  The  commissioner  shall  insure  the  spirits  for  the  benefit  of  the  owner 
against  loss  by  fire  or  other  casualty  occurring  in  a  Government  warehouse  and  in 
course  of  transit  from  one  Government  warehouse  to  another  Government  warehouse, 
and  the  cost  of  such  insurance  ehall  be  included  in  the  char^  made  against  the 
epirits.  The  CGiomissknier  shall,  through  the  appropriate  United  States  attorney, 
cause  any  necessary  proceeding  for  the  enforcement  of  such  insurance  policies,  but 
the  United  States  shall  not  be  responsible  except  as  funds  are  actually  collected, 
The  United  States  shall  not  be  responsible  for  losses  not  covered  by  insurance. 

The  commissioner,  with  the  approval  of  the  Secretary  of  the  Treasury,  is  hereby 
authorized  to  make  all  neectful  rutea  and  r^guktiimB  for  th«  mioiGepient  oS  the 
provisuHiB  <rf  this  act. 

The  Chairman.  I  believe  the  first  gentleman  to  be  heard  is 
Van  Buren. 


STATEMENT  OF  MB.  AIBEST  B.  YAS  BUBEN,  COUESEI  FOE 
THE  FEDEBAL  PBOHIBITIOE  COMMISSIONEB,  WASHIEa- 
TOH,  D.  C. 

Mr.  Van  Buben.  Mi.  Chairman,  I  happen  to  be  the.coimsel  for 
the  Federal  Prohibition  Camnnsm<mer.  As  I  imderstand  the  object 
of  this  bill  it  is  to  enable  

Mr.  Gabneb  (interpraing).  Mr.  Van  Buren,  give  your  name  and 
your  address  so  that  we  can  reach  you  in  case  we  want  to  prosecute 
•nyfoody  or  something  like  that. 


Mr.  Van  Buben.  My  name  is  Albert  B.  Van  Buren.  I  have 
several  addresses* 

Mr.  Gabneb.  We  want  the  one  we  can  get  to  you  the  quickest  in 
case  we  have  an  emergency. 

Mr.  Van  Buben.  At  the  office  of  the  Federal  Prdiibition  Com- 
missions in  the  Hooe  Building,  1330  F  Street. 

Now,  gentlemen,  the  object  of  this  bill,  as  I  understand  it,  is  to 
enable  the  commissioner  to  concentrate  the  great  quantity  of  liquors 
which  are  now  stored  in  Warehouses  under  the  intemal-revwiue  law. 

Mr.  Hawlst.  How  many  of  such  warehouses  are  there  to  be  pro- 
dded ? 

Mr.  Van  Buben.  Oh,  there  must  be  in  the  neighborhood  <rf  about 
350  bonded  warehouses  scattered  all  over  the  country. 

The  Chaibman.  If  you  will  pardon  w  interruption,  I  have  received 
from  the  Commissioner  of  mtemal  Revenue  a  list  of  the  bonded  ware- 
houses, the  location  of  the  same,  and  the  amount  of  liquor  in  bond 
in  each  and  every  one  of  them,  and  it  shows  173  bonded  warehouses, 
I  wiU  have  this  whole  letter  put  in  the  record,  which  will  explaan  fully 
to  everjrone. 

(The  letter  referred  to  follows:) 

Tbeasury  Department, 

Wwsbmgtmf  Jmuary  5, 1920. 

Hon.  Joseph  W.  Fordney, 

Chairman  Committee  on  Ways  and  Meam^ 

Stnue  of  Representatives. 

My  Dbab  Mb.  FoRDNBar:  I  have  given  careful  attention  to  your  letter  of  the  17Qi 
ultimo,  presenting  a  number  of  questions  r^;arding  the  stocks  of  whisky  which  roraain 
on  hand  throughout  the  country  and  can  not  be  sold  or  distributed  during  the  con- 
tinuance of  war-time  prohibition,  or  at  any  time  after  January  16,  1920.   These  ques- 
tions, -with  my  answers,  follow.  .    ^  .  ,     .    ,     ,  ,  * 

'*1.  What  is  the  approximate  quantity  of  whisky  m  bonded  waielioaaeQ  at  ttus 

time?"  „       *   t.-  1 

There  are  now  in  bonded  warehouses  approximately  62,000,000  gallons  of  whisky, 
appmximately  4,700,000  gallons  of  rum,  gin,  brandy,  and  other  beverage  spirits  and 
approximately  2,500,000  gallons  of  nonbeverage  spirits,  making  a  total  of  approx- 
imately 69,200,000  gallons.       .         ^  ,  ^  J         V  1  M 
"2  At  what  points  in  the  United  States  are  these  bonded  eupphee  stored 
The  following  table  shows  the  States  in  which  these  spirits  are  stored,  with  the 
approximate  aggregate  quantity  of  spirits  stored  in  each  State.    The  quantities  given 
in  this  table  include,  in  addition     whisky  and  other  beverage  spints  manufa<;tured 
prior  to  September  9,  1917  (when  the  food-control  act  prohibited  tiie  fmrther  manu- 
facture of  beverage  spirits),  spirits  which  have  been  manuf a<:t«red  smc^^      date  for 
nonbeverage  purposes.    There  is  iiick»d  a  statement  giving  this  infonnation  by 
towns  and  cities  in  each  Stifcte^  OsnaiM. 

Kentucky    38, 134, 858. 2 

p!^Ws^   12,297,075.9 

^enngrlvania..-..--    6,001,726.0 

IftsSf^  ::::::::::::  4;467;22o.7 

 2,162,932.2 

New  York   lSll2  2 

 '  :::::::::::::::::::::::  };S23?:? 

Indiana  -   roo  o in  q 

Massachusetto   ^9  n 

T     •  •    542, 2b0. 0 

lil'^^T   364  m  5 

Missouri   OOA  7QQ  « 

West  Virginia   58  549'  1 

ySZ^^^  46;682:o 

ISlS^li^™:::::::::::::::::::::::::::::::::::::::::::::  ^k^^^ 
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GallMW. 

yirginia  ,  5,837.6 

Connecticut  ,   5,016.3 

Michigan  ,    3^  433  1 

Arkansas.  „  ,  ,   1^  676^  6 

Total  ,   69,262,391.8 

"3.  Are  these  storage  places  adequately  saf yarded  from  burglarly  and  theft  of 
their  contents?  If  not,  what  additional  means  should  be  employ^  to  more  securdy 

protect  these  supplies  of  liquors?*' 

Under  the  conditions  existing  during  the  continuance  of  war-time  prohibition 
and  after  January  Ki,  1920,  these  supplies  of  liquors  are  not  a<lequatelv  safeguarded. 
There  are  350  dutOlery  bonded  warehouses,  16  general  bonded  warehouses,  and  20 
roedal  bonded  wardunises.  The  quantity  of  spirits  iii  each  varies  from  a  few  hundred 
barrels  to  more  than  40.000  barrels.  Some  of  the  warehouses  are  located  in  cities 
with  police  protection,  hut  many  of  them  are  located  at  outlving  points.  Thefts  are 
frequently  reported.  In  the  past,  when  there  was  no  prohibition  against  the  traffic 
m  these  spirits,  joint  interest  and  responsibility  of  the  warehousemen  and  of  the 
Government  resulted  in  a  system  of  protectioiL  which  was  adequate  under  those  condi- 
tions hut  whicli  is  no  longer  adequate  under  the  changed  conditions.  To  protect 
adequately  these  supi)lies.  it  would  seem  necessar\^  now  either  to  concentrate  them 
m  strong  and  well-guarded  central  warehouses,  or  to  increase  materiallv  the  number  of 
Federal  stcH^keeper-gaugera  employed  to  guard  the  large  number  of  warehouses  in 
which  the  spirits  ue  now  stored.  *  ^ 

u^'  f^I  K  "''^^  ^^^^^^  existing  laws  may  these  bonded  liquors  be  wi1]idiawii7*' 
Bonded  liquors  may  be  withdrawn  under  existing  laws  for  practically  no  purposes 
except  medjcmal.  As  to  this  purpose,  it  may  be  said  that  while  some  physicians 
take  the  portion  that  whisky  is  a  valuable  stimulant  and  tonic  in  certain  cases  of 
illnesBor  debility,  the  majority  opinion  of  the  medical  profession  seems  to  be  that  it 
mv  be  entirely  dispensed  with  as  a  remedy.  While  the  war-time  prohibition  act 
remains  m  torce  these  spirits  may  be  withdrawn  for  export,  but  after  January  16 

7iK  tor  exDort  can  not  be  permitted  for  beverage  purposes, 

in  Iw'nd?"   ^       monthly  carriage  charge  or  expenses  to  the  owners  of  this  whisky 

The  bureau  is  not  in  a  position  officially  to  give  authentic  information  regardinc 

the  charges  made  for  holding  these  spirits  in  warehouses,  but  information  ^  been 

*  A!'^!.'?i-Ji^  ^^^^  ^^^"^^^  S^^"*^^  increased  very  heavily  in  the  past  year, 
oraae  of  tAe  distiUeri^  aiid  warehouses  are  charging  owners  in  (excess  of  $1  per  barrel 
per  mmth  aiuL  ui  addition,  an  entry  fee  of  ftom  $1  to  |5  and  a  withdrawal  fee  of  $1 
per  barrel.  The  tnireau  has  been  advised  also  that  iMunmce  com^ 
to  undenvrite  the.e  spirits  or  the  warehouses  in  which  they  are  rtmed  and  may  b« 
^^^^  ^  Z  '""ilf  ^  to  renew  insurance  policies  on  these  spirits  and  premises, 
poeid^Se^^exS^^^^  withdrawals  for  legitimate  pur- 

wo^ni^?^/!'^  these  spirits  can  be  withdrawn  only  for  medicinal  purposes,  it 
would  seem  that  the  mthdrawals  in  each  year  can  be  only  in  neelirible  ouantitieB. 
^.^at^rate  of  t.x  per  gaUon  wiU  whisky  withdmw^  for  iffl^l^te  SSl 

^^e  rate  of  tax  on  spirits  when  withdrawTi  for  nonbeverage  puzpoatt  is  $2.20  p«r 

anri^;  th''''  any  information  as  to  the  amount  of  money  owing  to  banks 

^eho^^^^^         '^'^^^      certificates  or  receipte  coveriBg  hW&i  bon^^ 

.  The  statement  inclosed  has  been  furnished  by  the  Comptroller  of  the  Currpncv  and 
27?h' on  r  n  ""f  r^  September  12 ,1919,  held  Va%r  Lli^^^^ 

ilif.r    'v'    ^^^^""^^       warehouse  receipts  covering  liquor,  andS  on  that  da^^^^ 
in  S      'T-;^  national  banks  to  firL  or  corpo^tions  mSifiSuSg^^^^ 
ing  in  disuJled  spirits  amounted  to  $7,634,81o.3().    These  loans  do  not  of  ron^S' 

be^au  excessive  estimate  of  all  such  loanslHuSe  SoWe  ^ 

or  ^i£;:'oi':s.^'^^^,i^^  ^^^I'Xu. 

ha^e'li^'reli^riSSreiS^^  '^'""'l'     ^^^ers  of  warehouse  receipts 

be  taK^on  lejridatiLn    T^Ij^  f^^'^*  ^      extended  to  them  ra^t 

oe  nwea  on  legBiatioii.  -Two  alteroabve  suggestioos  might  receive  the  consideration 


^Congress:  (a)  The  Government  might  take  physical  possession  of  the  spirits,  con- 
cenOBting  tbem  at  certain  points  in  strong  storage  warehouses  where  they  could  lie 
economically  guarded  and  establish  for  itself  a  monopoly  on  the  distribution  of  such 
TOints  for  legitimate  purpoaeB.  Government  certificates  of  indebtedness  might  then 
be  issued  to  the  present  o\vners  based  upon  the  fair  market  price  of  the  spirits  as  of, 
say,  April  1, 1919,  before  the  price  of  spirits  became  so  greatly  inflated.  'The  Govern- 
ment might  then  retire  these  certificates  as  the  spirits  are  sold,  a  period  of  time  lieing 
fureA  for  the  complete  retirement,  (b)  The  Treasury  Department  might  be  granted 
•  MiTO  additional  appropriation  for  safeguarding  the  spirits  in  the  present  vardouses, 
and  if  It  were  desired  to  afford  the  holders  of  certfiicates  relief  from  the  cairyimr 
charges  tJiese  charges  could  be  .«pi»n$d  in  whole  or  in  part  by  the  Goveromoat 
through  appropriate  legislation. 

J^^the  first  alternative,  there  is  involved,  in  the  bureau's  opinion,  a  considerable 
loss,  since  the  demand  for  medicinal  and  scientific  piuiwses  will  be  very  small  and 
the  amount  remaining  in  warehouses  is  so  laige  that  it  is  improbable  that  the  total 

amoimt  could  be  distribiiled  before  »  iMge  quantity  had  been  lost  throu^  natuial 

causes.  , 

As  to  Oie  second  alternative,  it  m  ortimated  that  the  force  of  storekeepers  shonid  be 
increased  from  the  jmsent  number  of  450  to  about  2,500  men.  Experience  has  demou- 
nted that  active  and  resourceful  young  men  can  not  be  employed  at  a  ssdiuy  of  less 

than  from  $4  to  $6  a  day.  depending  tipon  the  part  of  the  country  in  which  employment 
At  an  average  expense  of  $5  a  day  the  total  annual  expense  would  be  from 
•3*  000,000  to  $4, 000, 000.  Congress  should  provide  necessary  funds  for  this  purpose 
and  the  department  is  submitting  an  estimate  of  the  additional  appropriatiou  neces- 
sary for  this  pmpose  for  the  reiPBimi^  six  months  of  the  fiscal  yew  of  $2,000,000. 

*'10.  Is  it  feasible  for  the  Government  to  guarantee  proceeds  from  warehouse  certifi- 
ed! tes  to  banks  and  other  bona  fide  creditors  holding  same     collateral  for  loans?'' 

Warehouse  receipts  are  not  issued  or  held  under  any  internal-revenue  retjulation 
or  law;  therefore,  tihe  bureau  is  not  in  possession  of  official  records  of  such  certificates. 
Such  certificates  or  receipts  form  a  contractual  relationship  between  thedistiller  and  the 
holder  of  the  certificate.  The  distiller  of  the  spirits  is  bonded  to  pay  the  tax,  and  he 
alone  with  his  surety  remains  responsible  for  the  tax.  It  would  not  appear  to  be 
sound  policy  to  protect  loans  against  a  warehouse  receipt  witliout  also  providing 
relief  fee  the  owners  of  receipts  not  hypothecated.  If  any  relief  is  granted  along  one 
line  it  should  obviously  be  giant^  to  all  alike.  In  this  connection  your  attention 
is  invited  to  the  first  of  the  two  altmiatives  mentioned  in  answer  to  your  queetiDii  9. 

''11.  What  problems,  if  any,  are  i^ea^ited  ^kmg  the  above  linee  with  X6flpact  to 
wine  tliroughout  the  United  States?*' 

The  problems  in  relation  to  wine  in  this  connection  are  quite  similar  to  those  of 
spirits.  It  is  not  probable,  however,  that  the  wine  makers  ^1  suffer  such  complete 
loss  as  the  owners  of  spirits.  Wines  may  be  dealcoholized  and  legally  sold.  Tnis  ie 
being  done  to  some  extent,  and  the  losses  decreased.  Wines  may  also  be  sold  under 
the  national  prohibition  act  for  sacramental  ])urposes  and  for  certain  nonbeverage 
purposes.  This  will  afford  some  outlet  for  the  present  stocks,  but  will  not.  of  course, 
entirely  take  care  of  the  situation.  As  an  indication  of  the  volume  and  extent  of  wine 
manufacturing  in  the  United  States,  yon  are  advised  that  durii^  the  last  fiscal  year 
tax  was  collected  on  wines  in  the  amoimt  of  110,520,609.14.  It  might  be  also  stated 
that  the  tax  collected  on  beer  durin?  tliat  period  amounted  to  $117,8;i9/)02.2l. 

"12.  What  is  the  approximate  loss  in  revenue  to  the  Government  on  account  of 
not  permitting  the  owners  of  liquors  in  bonded  warehouses  to  withdraw  and  dispose 
of  their  supplies  in  the  United  States  prior  to  constitutional  prohibition?"  ' 

If  the  spirits  rwiiaining  in  bonded  warehouses  (see  answer  to  question  1)  had  been 
withdrawn  for  beverage  purposes,  a  tax  would  have  been  collected  of  $6.40  per  gallon, 
and  if  withdrawn  for  nonbeverage  purposes,  a  tax  of  $2.20  per  irallon.  Wliatever  loss 
of  revenue  may  have  been  suffered  through  the  operation  of  the  war-time  prohibition 
tet  is  of  course  compensated  for  in  a  measure  by  increased  sales  of  soft  drinks  and 
the  collection  of  tax  therefrom,  wd  the  expansion  of  the  confectionery  busmesB 
resulting  from  prohibition  which,  as  well  as  the  gen^ul  improvement  in 
conditions,  is  bound  to  be  reflected  in  increased  income  taxes. 

If  there  is  other  information  which  this  bureau  can  secure  for  the  committee,  Idiall 
be  pleased,  on  request,  to  endeavor  to  secure  the  same. 
Sbicerely,  yours, 

Damibl  G*  Bonn,  Ckmmismoner, 
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Distilled  sjyinU  in  handed  varAovm.  ^^j^^^ 

.  J.    16,942.6 

Alibma,  BurminghMn  

Arkansas:    1, 631.9 

Bentonville  ", 

Rogers  -  ' 

California:                                                                         _  ^  103,706.7 

Agnew....  "   769,933.7 

San  Francisco     123,  988. » 

Sansahto                                                                          _  _  4,08&  5 

Stockton                                                                          ^  _  283,478.1 

Fresno  "  2,062.9 

J<*f   5, 885.  6 

SanteRoaa  '   5777,7 

St.  Helena  •   33,377.8 

^lalap...  • 142,278.2 

LoSjiPgeles  -   27,534.1 

Gua<«ti   ' 

CSonnecticut:  ^gg,  4 

Wallingford   j  |ta»  a 

Warehouse  Poiiit  ,   %B»t.v 

Illi^^i    301, 623. 3 

^<?8°  ■   3,528,782.7 

p^""*-:^  :::    7903.5 

^^Y^oid  -  -   eoe^mo 

rekm   W  ft^a  • 

Cincinnati  Township  

"                                                            .  .......  943.7 

T^^fSute:::::::::::::::::::::::::::::::::::::::^   ^i'^^] 

Lawrencebuxg  -  •  "^J'ggg.Q 

SS:::::;.;:::::::::::::::::::::::::::::::::::::-:::.-- 

^SSille  ■  

Bardstown  -   i'ite'771  1 

S^;;:::::::::::::::::::::::::::   168,953.2 

New  Hope  •   '^^'l^l 

Early  T&ieB  -   InT^'l 

St.  Marys   ?T!'  5S?-f 

Eminence   sS'476  f> 

Greenl»ier   -   66i,ito.u 

Lebanon  ■ . ■   J^-  R 

Gethsemane  

g-r"^  -   mim' 

Dant^^..  ::::::::::::   uo,i82.2 

cSSgo ::::::::::::::::::::::::::::   79,267.2 

Fairfield   ll'^lll 

Valley  Station  -  ■  ■  -  -  75, 372.  6 

Coon  Hollow  -  •-  Iv^l  l 

Samuels  :..  -   47,840.0 

Raywick  :   13,854-3 

Bloomfield  

Owenslwro   4, 213, 016. 9 

Stanley  

Piiducah   27,185.0 

Hendenon   384, 653.  3 

Latonia  •  145,483.4 

Prestonville  •  282, 305.  3 

Carroll  ton   3,851.8 

CJynthiana  ,   824,343.2 

Ptaindexter   187, 446  0 

Covington   14,491.2 

Lair...   235,596.5 


K^tucky— Oon^Uad.  Gallons. 

Scott   792.  7 

Butler   252.  7 

Finchtown  ,   368, 084. 8 

Milton  ,     f)92,^01.  3 

Lexington   339,024.3 

•  Frankfort   6,465,706.0 

:    Mavsville  ;   257,384.0 

Midway   ffi»,498.6 

Mt.  Sterling   53,374.8 

VersaiUes   45, 683. 4 

Paris   27,457.4 

Stamping  Ground  .'.   8, 085.  3 

Silver  Creek   231, 447. 9 

C^p  Nelson   774, 675. 9 

Lawrencebuig   1, 458, 175.  4 

Salvisa..  ,   27,793.6 

Tyrone   1,376,806.2 

Monticello   46. 6 

.  Harrodsbuig   467,213.0 

Nicholasville   106, 000.  8 

VanarsdeU  1   74,822.4 

Burgin...   123,145,6 

Louisiana:  * 

New  (Means  -  24S;  397. 1 

Harvey.-   20,753.3 

Westwego   266,030.2 

FuUerton   10,105.4 

Marvland: 

"Baltimore   3,711,420.0 

BurkittsviUe   141, 932. 5 

Canton  City   168,  645. 9 

Colgate  Station   112, 070. 4 

Conollton   382,438.7 

Cranberry  Station   1»  691. 6 

Cumberland   195, 886. 0 

Curtis  Bay   382,166.0 

Gwynnbrook   147, 263. 6 

Langdon  ■-  1,947. 4 

Mel  vale   661,889.4 

Roslyn  ■   194,874.5 

Miaasachusetts:  „ 

Boston   105,078.0 

South  Boston   192.511.2 

Everett   ^'^I'l 

Newburyport  -  --  ^'^'^ 

SomerviUe   °'> 

Michigan,  Bay  City   *i 

Missouri:  - 

St.  Louis   161,454.0 

Kansas  City   172,836.8 

•     Valley  Pwk   2, 162.  3 

Leeds  .  -  19, 006.  3 

Joplin   2,991.9 

Minden  -   a  SI"  ft 

Weston  -   9 

Ubenl   10,466  5 

New  Jersey,  Neiratk   ^ 

New  York:  - 

Brookl  yn   |2'  ^2^'  a 

Peekskill   487,426.3 

^terloo  -  -   330,400  2 

Kochester  

New  Yoik  City   654, 305. 1 

aSLv!^.,...   12,950.2 


Cincinnati   ? 

Troy   609,917.1 

Lynchburg   ^ 

New  xMiddletown. ...  •  -   47,  &46. 1 

Pennsylvania:  _ 

Benton   ^ 

Eddington  :   559,290.7 

Elm.   1,572.2 

Glen  Rock^   19, 595.  8 

Hellam   74,271.0 

Highspire   181,680.4 

Kutetown   497. 0 

Linfield   195,091.3 

Lititz   860.  9 

Lorane   65,002.2 

New  Enterprise   1, 516.  7 

Philadelphia   614,185.3 

-    SchaeiTeratown   2,  623.  0 

Schellsburg   1, 798.  3 

\Va^^lesboro   8,745.9 

Freeport   892,952.5 

Broad  Ford   2,971,376.2 

Pittsbuj^h  *   1,015,419.6 

West  EUzabefch   827, 942. 7 

Arnsbers:   7,055.  6 

South  Hrowusville   426,  663.  6 

Chedwick   1,192,234.2 

Masmtown   3, 116, 1 

Gibsontown   787, 770. 8 

Ruff^dale   249,209.6 

Lo2:an.sport   48,183.8 

Uniontown   7, 562.  9 

Millsboro   1, 141. 8 

McKeesport   100, 779,  2 

Meyersdale   1,423.  3 

Meadville   435,893.4 

Connellsville   2, 862.  9 

Pitz  Henry..   32,287.4 

Latrobe   946, 1 

Messmore   1,  987. 1 

West  Brownsville   461, 982. 5 

Johnstown   v  -  •    377.  7 

Fredrickstown   69,  330. 2 

Fairchange   1, 861. 4 

Scottdale   337,076.0 

Schenley   620,471.5 

Fair  Oaks   137, 845.  7 

Fairbanks   10, 682. 4 

Ii«onier   2,184.0 

Greensburg   1,667.1 

Merrittstown   1  994,1 

Scranton  [   9^519^5 

South  Carolina,  Georgetown   18, 916.  8 

Virginia,  Richmond. . :   5, 837.  6 

West  Virginia.  Martinsbuig.    224, 738. 8 

l¥lBeoiu(in,  Milwaalm   46^  682. 0 

Mr.  Garner.  What  do  you  mean  by  173,  when  the  gentleman 

from  the  Treasury  Department  just  said  350?    I  suppose  173  is  the 

number  of  general  warehouses  and  the  other  177  would  be  iifieetal 
warehouses.    Is  that  it  1 

Mr.  Jones.  Distillers'  warehouses  and  special  warehouses. 

Mr.  J.  M.  Young.  I  do  not  understand  what  that  173  is«  If  the 
ehaiiman  will  let  me  see  it,  perhaps  I  can  tdU  you. 


The  Chairman.  It  is  explamed  in  the  letter,  if  you  wifi  read  it. 
It  is  a  long  letter.  As  you  say,  I  thmk  he  pomted  out  350  all  told, 
But  there  are  173  given  here.  There  is  a  difference  between  tile 
Ck^vernment  bonded  warehouses  and  tihe  private  bonded  Wiii^^i»e, 

Mr.  J.  M.  YocN0.  There  is  no  diffwence  at  this  time.  They  are 
all  private  wiQt^hotrses  at  this  lime.  We  are  trying  in  this  bill  to 
establish  Government  warehoi^es  to  take  over  the  spirits  in  the 
|irivate  wardiouses. 

The  Chaibman.  My  recollection  is  that  tiie  commissioner  states 
that  the  total  is  3501 

Mr.  J.  M.  Young.  Yes,  sir;  that  is  correct. 

The  OEjUOBMAN.  But  he  gives  the  location  of  173  in  the  back  of 
the  letter,  and  I  take  that  to  mean  the  districts  in  the  various  States. 

Mr.  J.  M.  Young.  Oh,  I  see.  You  have  counted  the  number  that 
lie^has  put  in.  I  will  tdl  you  how  that  arises.  Some  of  these  ware- 
houses, a  number  Of  them,  are  in  one  city.  Some  of  the  cities  have 
more  than  one  warehouse,  and  he  has  enumerated  the  cities  in  which 
there  are  warehouses. 

The  Chairman.  I  did  not  understand  it  that  way. 

Mr.  J.  M.  Young.  This  is  a  list  of  the  cities  where  those  ware- 
houses are  located,  and  at  some  of  those  places  there  are  more  than 
one  warehouse. 

Mr.  Van  Buren.  Now,  gentlemen,  when  these  spirits  are  pro- 
duced, of  coui'se  it  is  well  known  that  they  are  placed  in  what  is 
known  as  bonded  warehouses.  They  are  there  held  under  bond 
subject  to  the  payment  of  the  tax,  and  they  can  not  be  withdrawn 
from  those  bonded  warehouses  by  the  distillers  until  the  tax  is  paid. 
Now,  there  are,  I  think,  in  the  neighborhot>d  of  70,000,000  gallons 
of  whisky.  I  am  speaking  rougUy  now.  I  have  not  had  the  op- 
portunity to  go  into  it  lately.  There  are  about  70,000,000  gallons 
of  whisky  now  in  bond.  Of  course  we  are  operating  now  under  the 
prohibition  law  and  it  is  practically  impossible  under  the  present 
condition  of  circumstances  and  the  operation  of  the  law,  to  safely 
guard  this  licjiior  and  prevent  its  being  lost,  withdrawn,  or  stolen 
from  the  warehouses.  They  are  scattered  all  over  the  country,  in 
the  mountains,  in  the  cities,  and  under  the  present  internal  revenue 
law  they  can  only  be  protected  by  a  small  force  of  men  to  prevent 
the  illegal  removing  of  liquor  from  the  warehunses. 

The  object  of  this  bill  is  to  enable  the  commissioner  to  remove 
from  these  isolated  warehouses  and  put  this  liquor  into  larger  ware- 
houses in  the  more  populous  centers  of  the  country  where  they  may 
be  more  safely  guarded  and  easily  distributed.  Under  the  present 
law  ^here  is  no  authority  given  the  commissioner,  and  the  quantity 
of  liquor  that  is  now  being  stolen  from  these  warehouses  and  lost 
and^imaccounted  for  is  alarming.  It  is  getting  out  into  the  trade, 
it  is  being  bootlegged,  and  from  the  standpoint  of  enforcement  of 
prohibition  it  is  really  an  impracticable  thing  for  us  to  attempt  to 
safeguard  this  hquor  tinless  something  is  done  in  the  nature  of 
what  you  are  attempting  to  provide  in  this  bill. 

It  seems  to  me  that  if  you  place  this  matter  in  the  hands  of  the 
Internal  Revenue  Commissioner,  subject  to  his  regulations,  that  he 
Cftn  devise  a  way  whereby  this  liquor  can  be  concentrated  into  the 
large  bonded  warehouses,  or  new  warehouses  may  be  leased  or  erected 
at  convenient  colters  where  tiie  liquor  ean  b©  salefy  and  i^perly 
|m>tected. 


14         SAfBOUABIOXrG  (»  UQUOB  IS  BOSVBSD  WABEHOXJSiSS* 

Now,  there  are  certain  other  elements  here  that  are  of  great  concern 
to  tibe  Government,  and-one  is  the  elememt  of  taxation  and  the  fact 
that  these  warehouses  are  bonded  by  old  bonds.  It  seems  to  me  that 
you  should  enable  the  oonunissioner  to  take  entire  chai]ge  of  this 
supervidon  under  the  regulations  which  he  will  promulgate.  We 
are  charged  with  the  enforcement  of  prohibition.  It  seems  to  me 
that  the  peculiar  status  placed  upon  these  liquors  at  the  {)resent  time 
would  justify  the  commissioner  naying  &e  authority  which  is  given 
in  this  bill,  under  his  supervision  and  direction,  to  take  general 
supointendence  and  charge  of  this  stored  liquor. 

Ifr.  Hawlbt.  How  long  would  that  storage  continue  ? 

Mr,  Van  Bubkn.  It  would  have  to  continue  unti]  this  liquor  is 
absorbed  in  legal  commercial  channels. 

Mr.  Hawlbt.  How  long  would  you  estimate  it  would  take? 

Mr.  Van  Bvben.  I  could  not  give  an  estimate.  Of  course,  the  only 
lentimate  use  for  these  spirits  now  is  for  nonbeverage  purposes. 

Jilr.  Hawuet.  ^ow  many  warehouses  do  you  contemplate  having 
liquor  concentrated  in? 

Mr.  Van  Bijben.  That  is  hard  to  tell. 

Mr.  Hawlbt.  £b.ve  you  any  idea  d  the  cost  to  assemble  the  liquor 
in  the  warehouses? 

Mr.  Van  Buben.  Wdl,  considering  insurance  and  protection, 
safeguarding  the  liquor,  and  placing  guards  over  the  warehouses,  all 
these  dements  make  it  impossible  to  give  any  estimate. 

Mr.  HxTLL.  To  what  extent  do  vou  punk  the  cost  would  be  offset 
by  savings  in  losses  that  would  otherwise  occur  ? 

Mr.  Van  Buren.  By  that  you  mean  losses  in  taxes  to  the  Govern- 
ment? 

Mr.  Hmx.  Not  the  losses  in  taxes  but  the  losses  from  the  disposi^ 
tion  of  the  liquor. 

Mr.  Van  Buren.  There  would  be  considerable  saving  in  that.  Of 
course,  the  only  tax  that  can  be  assessed  now  is  the  $2.20,  whereas 
under  the  other  law  it  was  $6.40. 

Mr.  Garner.  How  much  liquor  do  you  anticipate  is  going  to  be 
used  each  year  under  the  present  laws  of  the  United  States? 

Mr.  Van  Buren.  My  personal  judgment  is  that  I  think  in  the 
course  of  a  year  you  will  find  out  there  will  be  a  considerable  demand 
for  this  nonbeverage  liquor. 

Mr.  Garner.  Of  course,  that  is  a  very  indefinite  statement. 
That  means  10  gallons  or  10,000,000  gallons.  That  is  a  considerable 
amount.  I  want  to  get  your  idea  about  what  is  a  considerable 
amount.  Ten  gallons  is  a  considerable  amount  now  if  a  man  had 
it  around  his  premises. 

Mr.  Van  Buren.  If  everybody  took  that  view  it  would  soon 
disappear. 

Mr.  Garner.  I  asked  you  how  many  gallons  of  liquor  do  you  antici- 
pate will  be  used  under  the  present  laws  in  the  United  States,  accord- 
uig  to  law  ? 

Mr.  Van  Buben.  It  is  impossible  to  tell  that,  with  anly  a  month's 
experience. 

Mr.  Garner.  That  is  the  idea.  I  only  wanted  an  aswner.  Now, 
you  do  not  know  what  the  expense  "wiU  be  to  concentrate  these 
liquors  as  contemplated  in  this  bill? 

Mr.  Van  Buben.  Personally  I  do  not  know. 
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Mr.  Gakner.  We  would  hke  to  know  something  about  it,  if 
Congress  is  going  to  authorize  you  to  go  out  hsre  and  buy  great 
warehouses.  How  are  you  going  to  buy  them  or  are  you  going  to 
erect  them?  If  you  are  going  to  erect  warehouses  w^e  woiila  like  to 
know  something  about  it  before  we  pa^  this  bill.   Now,  as  a  legal 

Eroposition,  you  are  going  to  take  charge  of  these  liquors  under  this 
ill.   You  would  go  up  in  the  mountains  of  Tennessee  or  Kentucky 
and  you  would  take  25,000  gallons  of  a  man^s  liquor  from  the  moun- 
tains in  Kentucky  down  to  Louisville.   Suppose  that  liquor  gets  . 
lost  down  at  Louisville.    Are  you  going  to  pay  him.  for  it? 
Mr.  Van  Buebn.  Who  is  that?   The  Government? 
Mr,  Garner.  Yes.    We  take  charge  of  it.   It  is  his  property. 
We  take  it  down  to  Louisville.    Now,  in  case  we  lose  that  hquw, 
are  you  going  to  pay  for  it?   Having  taken  charge  of  this  property 
under  this  bill  and  taken  it  from  the  mountains  down  to  Louisv^le, 
Ky.)  and  put  it  in  a  warehouse,  suppose  it  got  lost  or  burned  up 
or  destroyed  in  some  way,  iB  the  Umted  States  goii^  to  pay  him  for 
that  liquor? 
Mr.  Van  Buben.  Not  under  this  plan. 

The  CfffATKMAN.  The  bill  provides  that  the  Government  shall  keep 
it  insured  while  it  is  in  the  possession  of  the  Government  at  t^e  ex* 
pense  of  the  man  who  owns  the  liquor. 

Mr.  Gabnkb.  Against  burglary  and  othowise? 
,  Mr.  Van  Buben.  No,  sir. 

Mr.  Gbebn.  While  I  did  not  draw  the  bill  and  introduced  it  only 
by  request^  my  opinion  and  view  is  different  from  that  of  the  gentle- 
man speaJbng.   I  think  the  insurance  would  cover  all  losses. 

Mr.  Gabnbb.  I  was  wondenng  if  the  Government  was  gmng  to  t^^ 
a  man's  property  by  force  and  arms  and  then  say^  ^HYe  are  not 
responsible." 

Mr.  Van  Buben.  We  have  not  heretofore  regarded  burglary  as  a 
casualty  in  internal-revenue  law. 

The  Chaibman.  The  bill  ought  to  provide,  it  seems  to  me,  against 
loss  where  the  liquor  is  in  the  hands  of  the  Government;  1^  owner 
should  be  protected  agamst  any  kind  of  loss. 

Mr.  Garner.  We  ought  to  mow  first  how  much  it  is  goin^  to  cost. 
The  gentleman  said  that  he  could  not  possibly  take  care  of  this  prop- 
erty imder  the  present  regulations.  We  have  350  warehouses.  We 
have  just  appropriated  $1,000,000  for  the  purpose  of  protecting  these 
warehouses  in  the  deficiency  bill  that  has  jiist.gone  through.  I  un- 
dertake to  say  that  they  can  be  protected  in  these  warehouses  if  you 
give  them  enough  money.  Now,  the  question  is  whether  it  is  more 
economincal  for  the  Government  to  take  it  and  guard  it  in  these  350 
warehouses,  or  whether  it  is  more  economical  for  the  Government  to 
concentrate  it  in  a  smaller  number  of  warehouses.  That  is  what  we 
are  trying  to  find  out. 

Mr.  Rainey.  The  Government  does  not  guarantee  the  safety  of 
this  property  ? 

Mr.  VAN  Buren.  No,  sir. 

Mr.  Rainey.  If  any  is  lost  it  is  the  owner's  loss  ? 
Mr.  Van  Buben.  Yes,  sir. 

Mr.  Rainey.  Do  you  know  how  much  has  heen  lost  by  theft  since 
the  present  law  went  uxto  effect  i 


Mr.  Van  BUBWr.  We  afe  endeavoring  to  get  a  statement  along  that 
line,  but  the  reporte  are  coming  in  so  rapidly  from  all  orer  Uie  eoimt«3r 

that  it  is  impossible. 

Mr.  Rainbt.  Has  any  compilatian  been  made  ? 

Mr.  J.  M.  Young.  Mr.  Chairman,  we  have  d^te  reports  of  88 
cases  where  warehouses  have  been  broken  into  in  recent  mtfmtlis. 

Mr.  Rainby.  How  much  was  lost  t  ^       .     .  . 

Mr.  J.  M.  Young.  The  quantities  amoimt  to  about  400  barrels- 
well,  about  16,000  gallcKDS  have  been  stolen. 

Mr.  RAiNiar.  Within  tiie  last  30  days  ? 

Mr.  J.  M.  Young.  No;  since  the  1st  of  July.  .      •  « 

Mr.  Rainey.  Did  all  these  thefts  usually  occur  m  rural  sections « 
Mr.  J.  M.  Young.  Yes  dr;  in  the  more  isolated  sections. 
Mr.  Green.  And  who  has  to  stand  the  loss  ?  j       •  , 

Mr.  J.  M.  Young.  The  distiller  loses  his  spirits,  and  he  is  also 

reqxiired  to  pay  taxes  when  they  are  unlawfulfy  removed. 
Mr.  Rainey.  He  loses  his  spirits  and  pays  taxes  on  warn  i 
Mr.  J.  M.  Young.  Yes  sir.   When  it  is  stolen  he  pays  the  tax  on  it. 
Mr.  Green.  For  the  benefit  of  having  it  stolen? 
Mr.  J.  M.  Young.  One  of  the  objects  of  thb  bill  is  to  reheve  the 

distillers  from  the  necessity  of  paying  a  tax  on  the  property  that  is 

stolen.  t-  1- 

Mr.  Rainey.  Then  the  less  whisky  the  chstiUer  has  the  bett«c 

off  he  is  1  , ,  ,     ,  a 

Ml-.  J.  M.  Young.  Yes  m.  The  dtttiller  would  be  better  off  if 
some  one  would  steal  all  his  whisky,  if  he  did  not  have  to  pay  this 

Mr.  Garner.  Are  the  distillers  askiiig  for  this  l^ifilatioiiS 
Mr.  J.  M.  Young.  They  are  very  much  in  favor  of  it.   They  teu 
us  that  they  he  awake  at  nights  and  then  get  out  and  jump  in  the 
car  and  run  down  to  the  warehouse  because  they  have  a  premonition 
somebody  is  steahng  thek  whisky  and  they  will  have  to  pay  the 

The  Chairman.  Are  they  permitted  to  add  a  guard  to  the  guard 

the  Government  maintains? 

Mr.  J.  M.  Young.  The  distiller  is  supposed  to  maintain. his  own 
guard.  The  Government  does  not  maintain  a  guard,  strictly  speafc- 
mg.  It  simply  places  a  man  there  to  see  that  the  distiller  taltes  care 
of  the  whisky.  The  extra  employees  that  we  are  asking  for  are 
intended  to  provide  more  Government  guards  for  the  assistance  of 
the  distiller. 

Mr.  Rainey.  How  manv  gallons  are  in  these  bonded  warehouses? 

Mr.  J.  M.  Young.  About  59,000,000,  in  our  book  record. 

The  Chairman.  That  was  based. on  the  5th  of  January? 

Mr.  J.  M.  Young.  On  the  17th  of  January  we  telegraphed  to  every 
collector  to  give  us  definite  hgures.  Our  59,000,000  is  based  on  theii 
reports. 

Mr.  Garner.  They  sold  liquor  from  January  5  to  January  16, 

did  they  not  ? 

Mr.  J.  M.  Young.  Yes,  and  exported  it. 

Mr.  Garner-  That  is  what  1  thought-  That  brings  it  down  to 
59,000,000. 

The  Chairman.  Let  me  say  to  the  gentleman,  for  the  benefit  of 
the  members  of  the  committee,  in.  reference  to  these  bonded  ware- 
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houses  «' given  by  the  commisedoner  in  his  letter/ the  gentleman 
states  that  these  are  the  places  where  th«e  are  bonded  warohousesi 

Mr.  J.  M,  Young.  Yes,  sir. 

The  Chairman.  In  the  State  of  Kentucky  there  are  56  placed 
where  there  are  bonded  warehouses.  In  the  State  of  Penns\i^^ 
there  are  48  places  where  there  are  bonded  warehouses.  Here  i& 
one  instance  m  the  State  of  Kentucky  where  there  are  only  46^ 
gallons  in  that  bonded  warehouse.  In  another  instance  there  are 
10,000,000  gallons  in  a  warehouse  in  Louisville,  Ky.  So  it  ranges 
from  the  smallest  amoimt,  46^  gallons,  aU  the  way  up  to  over  10,000,- 

000  gallons.    I  called  upon  the  commissioner  some  time  ago  and 

1  had  a  talk  with  him  in  reference  to  that  matter.  I  understand  it 
is  proposed  to  concentrate  this  liquor  in  a  fewer  number  of  bonded 
warehouses  and  put  men  in  charge  of  such  bonded  warehouses  to 
protect  it  all  the  time  against  theft.  The  liquor  now  in  the  bonded 
warehouses  was  measured  when  it  was  put  in  and  charged  to  the  man 
who  put  it  there,  and  is  being  held  for  the  tax  upon  it,  whether  that 
tax  is  ever  paid  or  not.  If  it  is  stolen  he  is  still  responsible  for  the 
tax  to  the  Government,  and  yet  the  warehouses  are  in  a  measure 
imder  the  protection  of  the  Government,  because  no  liquor  can  be 
taken  out  legitimately  except  in  the  presence  of  a  Government 
officer.  The  fact  that  liquor  has  been  stolen  is  a  matter  of  great 
importance  to  the  owner  and  to  the  banks  that  may  have  loaned 
money  on  such  liquor  in  warehouses. 

Mr.  Garner.  The  theory  of  some  gentlemen  that  the  man  that 
has  the  most  liquor  is  the  best  fixed  is  not  borne  out  by  this  testimony. 

The  Chairman.  I  do  not  know.  I  was  never  the  owner  of  much 
liquor.  But  the  situation  is  really  serious  to  men  who  have  all  they 
have  in  the  world  invested  in  this  liquor.  If  they  are  robbed  of  their 
property,  if  it  is  taken  away  from  them,  they  are  bankrupt,  of  course. 
A  man  who  dealt  in  that  business  was  legitimately  deahng  in  a  ' 
business  that  was  authorized  by  law  imtil  the  passage  of  this  legis- 
lation, and  now  the  laws  are  so  changed  that  he  can  only  sell  his 
goods  for  medicinal  purposes  or  for  manufacturing  purposes.  Unless 
the  Government  protects  him  in  some  way  from  having  his  goods 
stolen,  since  it  has  come  to  be  considered  of  such  great  value,  it  is 
a  matter  of  great  moment  to  those  people  who  have  this  50,000,000 
gallons  of  liquor  in  these  bonded  warehouses. 

Mr.  Bacharach.  Mr.  Van  Buren,  did  I  understand  you  to  say  that 
the  Government  only  received  $2.20  tax? 

Mr.  Van  Bub£;n.  Yes,  sir.    That  is  the  present  tax  for  nonbeverage 
purposes. 

Mr.  Bacharach.  And  if  the  liquor  disappears,  he  has  to  pay  S6.40  ? 
Mr.  Van  Buren.  Yes,  sir;  because  we  assume  that  it  disappears  for 
beverage  use.    Perhaps  there  is  some  other  phase  of  it.    From  the 

f)rohibition  standpoint  it  seems  to  me  that  the  concentration  of  this 
iquor  is  most  desirable.  In  some  of  these  warehouses  the  liquors 
stored  are  less  than  one-quarter  of  the  capacity  of  the  warehause.  I 
recall  one  warehouse  in  Kentucky  where  there  are  only  130  gallons 
in  a  great  distillery  warehouse  which  has  a  capacity  of  many  thousands 
of  gallons,  and  it  takes  just  as  much  money  to  safeguard  those  130 
galuHifi  as  if  the  warehouse  was  full.  Of  course,  the  beverage  char- 
acter of  these  Uquora     legally  gone,  and  we  are  very  anxious^  in 
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establishing  this  permit  system  which  the  Volstead  Act  has  created, 
to  get  this  liquor  into  the  legitimate  nonbeTerage  tramc  It  Beeum  to 
me  that  anything  that  can  be  done  in  the  way  of  eoneeutrntilig  tllwe 
liquors  and  safeguarding  them  should  be  done.         _  ^ 

Mr.  Treadway.  You  say  you  are  anxious  to  get  it  mto  the  non^ 
beverage  traffic.    How  would  concentrating  it  get  it  into  the  non^ 

beverage  traffic.  .   .  ^ 

Mr.  Van  Buhen.  We  believe  that  by  gettmg  it  mto  nonbeTerage 
traffic  we  can  prevent  its  being  stolen  and  gott^  out  into  the  beverage 
traffic,  and  we  suspect  that  there  is  a  great  deal  of  that. 

Mr.  Treadway.  On  the  other  hand,  there  is  plenty  on  hand  for  all 
nonbeverage  traffic  that  can  be  legitimately  conducted? 

Mr.  Van  Bueen  There  is  no  question  about  that,  if  they  can  get 
it  out  of  bond.  This  great  cry  that  there  is  not  enough  whisky  in  the 
country  is  ridiculous,  because  there  is  a  lake  of  it. 

Mr.  Treadway.  I  do  not  see  how  it  would  be  any  easier  to  get  it 
out  of  bond  if  it  was  concentrated  than  in  these  various  branch  places 
that  the  chairman  speaks  of.  It  is  legitimately  there  and  it  can  be 
taken  out  under  the  law,  whether  it  is  50  gallons  or  500  gallons. 

Mr.  Van  Buren.  Sure;  it  can  be  taken  out  of  any  warehouse. 

Mr.  Treadway.  That  is  why  I  do  not  see  how  it  would  be  any 
easier  to  get  it  out  for  the  nonbeverage  traffic  if  it  was  concentrated. 

Mr.  Green.  I  understand  that  the  witness  meant  that  it  was  grad- 
ually going  out  into  beverage  traffic  by  being  stolen? 

Mr.  Van  Buren.  Yes,  sir. 
.  Mr.  Green.  And  it  is  the  desire  of  the  department  to  prevent  that  ? 

Mr.  Van  Buren.  Yes,  sir. 

Mr.  Green.  While  this  bill  bears  my  name,  I  did  not  draw  it.  It 
provides  also  that  warehouses  may  be  purchased.  Do  you  not  think 
that  warehouses  should  be  rented,  in  view  of  the  fact  that  it  is  for  only 
a  temporary  purpose  ? 

Mr.  Van  Buren.  The  bill  also  provides  for  rental. 

Mr.  Green.  Do  you  think  it  would  be  absolutely  necessary  to 
construct  any  warehouses  to  carry  out  the  provisions  of  this  bill? 

Mr.  Van  Buren.  In  some  cases  the  cost  of  transportation  might 
justify  the  purchase  of  a  suitable  warehouse. 

Mr.  Frear.  Can  you  give  an  illustration  of  such  a  case? 

Mr.  Van  Buren.  I  have  in  mind  some  of  the  districts  in  Penn- 
dylvania.  If  a  warehouse  was  purchased  in  a  large  city  in  one  of 
those  districts  and  the  whisky  was  concentrated  into  that  warehouse, 
it  might  be  an  economical  thing  to  do  in  dispensing  with,  tbje  other 
warehouses  and  saving  transportation. 

Mr.  Fbear.  Now",  where  would  a  case  arise  in  which  the  difference 
in  transportation  would  be  greater  than  the  cost  of  purchase  of  a  a 
warehouse?  What  possible  condition  can  you  imagine?  I  am  ask- 
jpg  for  information.  You  say  we  have  350  dilferent  warehouses 
throughout  the  country.  Why  is  it  not  possible  to  concentrate  in 
some  ol  those  350  different  warehouses,  takmp  50  of  them  or  possibly 
imly  a  dozen,  rather  than  to  build  new  warehouses?  That  is  one  of 
the  qpiestions  that  I  think  the  committee  is  interested  in.  What  plan 
bave  you  for  makii^those  concentrations  ? 

Mr.  Van  Bueen.  Well,  it  could  be  done  where  the  capacity  of 
(hoee  warehouses,  for  instance  in  Kentucky,  would  justify  the  con* 
centratami  of  all      whisky  in  Kentuc^  in  those  w^tAemm  H  the 


capacity  of  the  warehouses  in  Kentuc^  would  permit  it.  and  if  not, 
we  woidd  have  to  {ffovide  warehouses  conyenient  f or  tnat  concen- 
tration. 

Mx»  Fbeab.  Suppose  you  took  them  frmn  Kentucky  to  Pennsyl- 
vania, as  you  suggest.  Would  the  transportation  dia^  then  be  as 
much  as  it  would  cost  to  buy  a  warehouse  in  another  citv  in  Peim- 
sylvania)  Let  us  take  an  extreme,  case.  Of  course,  tnat  is  not 
necessary,  because  you  have  Illinois  and  other  States  surrounding 
Kentucky.  But  have  you  any  plan  in  nnnd  or  anything  that  ^ou 
have  devdoped  along  this  line,  or  have  you  left  it  to  tl^  discretioa 
of  the  Internal  Revenue  Bureau? 

Mr.  Van  Buben.  I  was  in  hopes  that  this  matter  could  be  left  to 
the  Commissioner  of  Ihtemal  Kevenue  umkr  regulaUcms,  because 
the  proposition  is  just  bein|g  worked  out  and  it  would  necessitate  the 
preparation  of  an  inventory  of  the  entire  field. 

Mr.  Frear.  Well,  has  not  the  coimnissioner  the  figures  as  to  the 
exact  quantity  that  is  concentrated  in  each  warehouse? 

Mr.  Van  Buren.  Yes,  sir. 

Mr.  Frear.  And  he  knows  specifically  how  much  ha  has  to  deal 

with  ? 

Mr.  Van  Buren.  Yes,  sir. 

Mr.  Bacharach.  How  much  money  do  you  estimate  is  necessary 

to  carry  out  the  provisions  of  this  bill? 

Mr.  Van  Buren.  Unfortunately,  I  am  not  prepared  to  say  that. 

Mr.  Bacharach.  Would  it  be  $100,000,000  or  $150,000,000? 

Mr.  J.  M.  Young.  I  suppose  the  Congress  should  consider  any 
appropriation  under  this  bill  as  an  appropriation  of  money  that  would 
ultimately  be  reimbursed,  and  if  it  xous  mto  large  figures  the  Govern- 
ment is  going  to  get  it  all  back. 

Mr.  Bacharach.  The  Government  can  not  get  back  the 
$140,000,000?  * 

Mr.  J.  M.  Young.  No;  not  any  such  figure  as  that.  I  think 
$5,000,000  would  cover  the  expenses  under  this  bill  and  that  would 
be  the  first  api^ropriation.  and  after  that  the  appropriations  would 
be  much  smaller.  In  the  meantime  the  carrying  of  the  spirits  in 
the  wareliouses  on  which  the  distiller  would  pay  storage  charges, 
would  take  care  of  that  appropriation.  It  would  be  like  the  postal 
appropriations;  it  is  an  appropriation,  but  it  would  come  back  to 
the  Government. 

Mr.  Green.  The  bill  provides  for  the  reimbursement  of  all  charges, 
provided  the  ov/ner — — 

Mr.  Bacharach  (interposing).  How  could  the  bill  provide  for  the 
return  if  the  Government  was  to  purchase  a  warehouse? 

Mr.  Green.  But  I  do  not  think  it  would  be  necessary  to  purchase 
a  warehouse. 

Mr.  Garner.  Let  me  ask  the  gentleman  a  question.  You  say  it 
will  cost  $5,000,000  a  year? 

Mr.  J.  M.  Young.  No:  $5,000,000  for  the  original  appropriation. 
•  Mr.  Garner.  For  the  original  appropriation? 
Mr.  J.  M.  Young.  Yes,  sir. 

Mr.  Garner.  That  would  cover  all  the  expense  of  concentration  ? 
Mn  J.  M.  Young.  Yes,  sir.    That  is  where  the  big  expense  will  be. 
Mr.  Garner.  That  will  cover  transportation,  rent  of  warehouses, 
and  han^^^'^g  of  the  whole  transaction  ? 
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Mr.  J.  M.  Young.  Yes,  sir. 

Mr.  Gasnsb.  Now,  after  it  m  concentrated  what  do  you  contem* 
plate  it  will  cost  to  maintain  the  protection  of  this  liquor? 

Mr.  J.  M-  Young.  It  may  cost  nearly  $5^000,000  for  several  years. 

Mr.  Gasnsb.  It  may  cost  nearly  $5,000;000  9 

Mr.  J.  M.  Young.  Yes;  but  you  must  always  connect  with  that 
statement  the  fact  that  the  storage  charges  are  going  to  take  care 
of  that  appropriation. 

Mr.  Garnkb.  I  will  get  to  lhat  in  a  moment.  I  do  not  imder- 
stand  just  how  you  are  going  to  so  concentrate  this  Hquor  that  your 
expenses  for  the  first  year^  including  transpwtation,  handling  the 
Uquor  and  putting  it  in  the  warehouses^  win  not  foe  any  more  than 
it  will  foe  for  the  few  years  after  that  wli^  it  will  only  be  necessary 
to  guard  the  liquor. 

Mr.  J.  M.  Young.  WeU,  it  can  not  foe  done  suddenly.  This  move-* 
ment  of  spirits  can  not  foe  done  in  one  day.  It  will  take  a  year  to 
do  it.   These  spirits  are  widely  scattered. 

Mr.  Garner.  Now,  you  take  one  year  to  concentrate  them  and 
it  will  not  cost  over  $5,000,000  to  do  it.  After  that  for  a  number  of 
vears  it  will  probably  take  nearly  $5,000,000  to  guard  the  spirits. 
Kow,  I  do  not  see  how  it  is  going  to  cost  as  much  to  guard  them  as  it 
would  to  transport  them,  himdle  them,  guard  them  and  put  them  in  a 
cratralized  warehouse. 

Mi.  J.  M.  Young.  I  think  you  are  probably  correct.  It  may 
cost  less  than  $5,000,000. 

Ifr.  Gabner.  And  that  is  going  to  be  charged  up  to  the  owner 
of  the  liquor? 

Mr.  J.  M.  Young.  Yes,  sir. 

Mr.  Gabner.  So  that  however  expensive  it  may  be  to  the  Gov- 
ernment, the  man  who  has  the  property  is  going  to  pay  the  expense. 

Mr.  Dickinson.  This  bill  speaks  of  transferring  this  liquor  from 
bonded  warehouses  to  Government  warehouses  and  also  from  Gov- 
eisunent  warehouses  to  Government  warehouses.  What  is  the  essential 
difference  betwewi  a  bonded  warehouse  and  a  Gov(irnment  warehouse  ? 

Mr.  Van  Buken.  The  term  ''bonded  warehouse''  refers  to  the 
present  bonded  warehouse.  The  term  ''Government  warehouse'' 
IS  the  term  we  apply  to  the  new  warehouse  we  wish  to  estabhsh. 

Mr.  Dickinson.  Is  it  he  thought  to  take  the  hquor  from  all  the 
bonded  warehouses  where  it  can  not  be  protected  so  well  as  in  a 
Government  warehouse  ? 

Mr.  Van  Bueex.  Yes,  sir. 

Mr.  Dickinson.  wSome  of  these  liquors  are  in  bonded  warehouses 
and  some  of  them  are  already  in  Government  warehouses  ? 

Mr.  Van  Buiien.  No;  they  are  all  in  bonded  warehouses  now, 
Ihe  Idea  is  to  estabhsh  a  new  type  of  warehouse  called  the  Govern- 
ment bonded  warehouse. 

Jfr.  Dickinson.  Specially  prepared  for  that  purpose? 

Mr.  Van  Buren.  Yes,  sir. 

•c^n^f^^^"  gentlemen  were  speaking   about   getting  this 

J5,000,000,  which  the  Government  is  to  appropriate,  back  into  the 
Treasury.  \\  ill  any  of  this  $5,000,000  come  out  of  taxes  on  -thes^ 
liquors  or  wiJl  it  all  be  refunded  to  the  Government  in  the- way  of 
taxes  and  rentals  by  the  men  who  own  the  whisky «    .  . 
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Mr.  Van  Buren.  The  tax  feature  is  entirely  distinct  from  the  re- 
imbursement for  safeguarding  it. 

Mr.  Garner.  Is  this  reimbursement  provision  in  this  bill  or  in  the 

present  law  ? 

Mr.  Van  Buren.  No;  it  is  in  this  bill. 

Mr.  Garner.  Under  the  present  law  we  appropriated  $1,000,000 
the  other  day  to  take  care  of  and  guard  these  warehouses. 

Mr.  Van  Buren.  That  is  just  for  the  emergency. 

Mr.  Garner.  Do  the  liquor  people  pay  that  million  dollars  back 
into  the  Treasury  ? 

Mr.  J.  M.  Young.  No,  sir. 

Mr.  Garner.  This  is  a  new  feature  in  this  bill  ^ 
Mr.  J.  M.  Young.  Yes,  sir;  absolutely. 

The  Chairman.  Will  the  gentlemen  permit  me  to  read  a  paragraph 
at  the  bottom  of  page  4  of  the  bill: 

The  commissioner  shall  make  such  charges  for  storage  and  bottling  and  such  other 
charges  as  he  may  deem  necessary  and  sufficient  to  reimburse  the  United  States  for 
the  expense  incurred,  including  the  original  cost  of  procuring  and  establishing  the 
Government  warehouses  and  the  cost  of  removing  and  transporting  the  spirits  thereto. 
Such  chatges  shall  be  a  lien  against  the  spirits  and  shall  be  paid,  together  with  the 
tax  and  any  oth^  chazgea  whidk  the  United  States  may  be  dbugated  to  collect,  bef<m 
ranoval. 

Mr.  Gabnee.  I  just  want  to  remark  that  if  the  people  who  own  ihe 
Uqoor  now  layer  this  bill  they  must  be  in  very  great  distress. 
The  Chairman.  Well,  they  are. 

Ifr.  J.  M.  Young.  Tliere  is  no  doubt  about  that.  They  are  in  great 
distress  and  they  are  harassed  on  every  hand. 

The  Cttatrman.  I  do  not  think  they  are  so  much  in  distress  as  tlie 
man  who  wants  to  get  it  out.  The  commissioner,  in  his  letter,  says 
that  it  is  estimated  the  force  of  storekeepers  should  be  increased  from 
the  present  number  of  450  to  2,500  men,  to  guard  this  liquor;  that 
experience  has  demonstrated  that  active  and  resomroeful  young  m^ 
can  not  be  employed  at  a  salary  of  leas  than  $4  $6  a  day,  depwding 
upon  the  part  oi  ihe  country  in  which  ^aployment  is  offered;  that 
at  an  average  expense  of  $5  a  day  tiie  total  annual  expense  would  be 
from  three  to  four  milHon  dollars,  and  the  estimate^  of  additional 
appropriation  mecessary  for  this  purpose  for  the  remaining  six  months 
01  ihe  present  fiscal  year  is  $2,000,000.  That  sum  .has  been  raovided 
for  in  an  api>ropriation  biU  that  has  already  passed  the  House,  I 
believe,  orit  is  m  the  bill  that  is  now  before  the  House.  It  is  pro- 
posed, however,  as  stated  in  the  coxnmissioner's  lettw  and  as  set 
forth  in  the  bill,  that  all  these  expenses  tihe  Government  is  put  to  in 
handling  this  liquor  shall  be  repaid  to  the  Government  when  tiie 
liquor  is  sold. 

Mr.  Green.  I  would  like  to  ask  these  gentlemen  who  represent  the 
distillers  a  question.  I  am  informed,  1  can  not  say  how  correctly, 
that  most  exorbitant  chaises  are  being  made  to  hospitals  and  other 
public  institutions  that  need  Uquors  for  medicinal  purposes,  and  tliat 
they  have  great  difficulty  in  obtaining  them.  Now,  all  this  liquor 
will  be  under  Government  control  if  the  bill  should  be  approved  and 
would  thereby  be  transferred  to  the  Government  warehouses.  Would 
there  be  any  objection  to  inserting  in  the  bill  a  provision  that  the 
Commissioner  of  Internal  Revenue  or  some  other  appropriate  officer 
might  sell  this  liquor  for  lawful  purposes  at  such  prices  as  he  deems 
reasonable  and  give  the  owner  credit  for  the  proceeds  ? 
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Mr.  Van  Bubsn.  Well,  if  Congress  wishes  io  adept  that  sort  of 
policy,  that  is  another  question. 

Mr.  Grsbn.  I  was  speaking  about  ^ke  owners. 

Mr.  J.  M.  Young.  The  titte  to  those  spirits  remains  in  the  dis- 
tillers under  this  bill|  and  if  Congress  should  make  any  provision  that 
the  commissioner  shoidd  sell  the  spirits  beloi^;ing  to  a  distiller  it 
would  be  in  so  many  words  depriving  him  of  the  title  to  his  spirits. 

Mr.  Green.  I  do  not  think  tnere  is  any  danger  of  it  being  done  if 
there  is  any  objection  on  the  part  of  the  owners,  because  a  provision 
of  that  kind  would  have  to  carry  with  it,  of  course,  an  additional 
provision  that  it  was  done  with  the  consent  of  the  owners,  or  it  could 
not  be  done,  and  if  the  owners  objected  to  it  there  would  be  no  danger 
of  the  provision  going  in  the  bill. 

Mr.  Bacharach.  lias  the  Government  collected  any  takes  from 
any  of  the  liquor  that  has  been  stolen? 

Mr.  J.  M.  YouxG.  Yes,  sir. 

Mr.  TiLsoN.  At  the  present  time  this  liquor  is  all  under  the  control 
of  the  owners,  is  it  not,  and  the  owners  are  responsible  for  it? 

Mr.  Van  Burex.  It  is  under  the  control  of  the  Gover^unejit.  They 
can  not  withdraw  it  without  payment  of  taxes. 

Mr.  TiLsox.  But  they  are  guarding  it  themselves? 

Mr.  Van  Buren.  Yes,  sir. 

Mr,  TiLsox.  If  it  is  lost,  they  pay  the  Government  $6.40? 

Mr.  Van  Buren.  Yes,  sir  ;  that  is  what  we  are  assessing  them. 

Mr.  TiLsoN.  Then  why  should  we  worry  ?  If  it  is  stolen,  the  Gov- 
ernment receives  the  highest  rate  of  tax  for  it. 

The  Chairman.  Let  me  make  a  suggestion.  I  believe  I  am  correct 
in  stating  that  all  these  liquors  in  the  bonded  warehouses  are  under 
the  control  of  a  Government  officer  ajid  Qm  not  be  raiUQyed  without 
that  officer  being  present. 

Mr.  TiLsox.  The  Government  is  not  going  t(»  be  Qeiiced  in  anj 
instance.    The  Government  is  going  to  get  its  taxes. 

Mr.  Green.  The  Government  is  going  to  get  its  tii^xes  and  a  good 
deal  is  going  to  get  out  for  beverage  purposes.  * 

Mr.  Van  Buren.  It  is  a  question  of  prohibition  enforcement. 

Mr.  Bacharach.  Mr.  Chairman,  have  any  of  the  distiUere  written 
to  you  asking  that  this  bill  be  passed?  I  know  I  have  not  received 
any  letters  and  I  do  not  know  whether  you  have  received  any. 

The  Chairman.  No.  I  think  their  communications  would  be  aU 
with  the  commissioner.  The  commissioner  stated,  however,  that  he 
believed  that  the  owners  of  the  liquor  generally  would  be  in  favor  of 
a  proposition  of  this  kind,  the  Government  takmg  the  liquor  over  and 
seeing  that  it  was  disposed  of  in  accordance  with  Ulw  andnot  disposed 
ol  m  any  other  way,  to  prevent  its  being  stolen,  and  in  that  way  the 
owner  would  be  protected.  In  son^e  instances  it  is  assumed  the  owner 
IS  stealing  this  hquor  out  of  the  warehouse  and  disposing  of  it.  I 
have  heard  that  stated. 

Mr.  Bacharach.  Then  he  does  not  object  to  the  $6.40- 
Ihe  Chairman.  And  it  has  been  stolen  by  men  who  wanted  the 
liquor  and  had  no  mterest  in  it.  It  is  to  protect  the  liquor  and  get 
the  greatest  amount  of  good  for  the  Government.  It  is  a  pretty 
severe  measure  to  tax  a  man  and  make  him  pay  $6.40  a  gallon  for 
liquor  that  has  been  stolen  while  under  lock  and  key  put  there  by 
the  liovemment;  it  m  pretty  tough  to  go  to  the  owner  and  mato 
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him  pay  that  tax  when  the  Government  really  is  responsible  for  the 
theft,  because  the  owner  can  not  get  it  out  of  the  warehouse  without 
the  Government's  consent.    Am  I  right  I 
Mr.  Van  Buren.  Yes,  sir. 

Mr.  Frear.  How  long  is  the  hquor  to  remain  in  the  warehouse? 
Is  it  not  entirely  at  the  discretion  of  the  owner  'i  He  fixes  the  price 
and  determines  how  long  it  will  remain  there.  It  may  remain  there 
for  a  century. 

The  Chairman.  He  can  not  take  it  out  without  paying  the  internal 
revenue  tax,  and  he  does  not  want  to  pay  that  tax  until  he  can 
dispose  of  the  liquor 

Mr.  Bacharach.  The  business  end  of  it  is  this:  The  Government 
could  only  receive  about  $140^000,000  out  of  it  at  any  rate,  Mr, 
Frear  states  that  it  might  be  there  for  a  century. 

Mr.  Green.  No;  the  bill  provides  against  that. 

Mr.  Garner.  To  say  the  least,  this  is  not  an  economical  measure; 

Mr.  Bacharach.  I  should  not  think  so. 

Mr.  Green.  There  is  a  provision  in  the  bill: 

If  the  amount  bid  is  not,  in  the  opinion  of  the  commissioner  or  his  a^nt,  suffi- 
cient, the  spirits  shall  be  bid  in  for  the  Government  and  distributed  by  the  commis- 
sioner to  any  department  of  the  Government,  etc. 

Mr.  TiLSON.  That  would  be  confiscation.  If  the  Government 
takes  the  liquor  and  then  if  it  is  lost  ajid  the  man  is  required  to  pay 
the  tax,  that  woxdd  be  confiscation  of  his  property. 

Mr.  Green.  While  this  bill  provides  in  effect  that  it  must  be  carried 
out  without  the  consent  of  the  owner,  I  have  no  doubt  that  there 
would  be  a  way  to  avoid  confiscation.  My  understanding  is  that 
the  parties  who  own  this  licjuor  want  to  have  this  legislation. 

Mr.  Van  Buken.  There  is  no  question  about  it. 

Mr.  Caffrey.  If  I  may  be  permitted  to  interrupt  

The  Ghaieman  (intraposing).  Just  give  your  name^  occupation,  and 
address  to  the  reporter. 

STATEMENT  OF  MR.  J.  G.  CAFFREY.  LEGAL  DIVISION,  PEO- 
HIBITIOM  UNIT,  WASHINGTON,  D.  C. 

Mr.  Caffrey.  My  name  is  J.  G.  Caffrey.  I  am  head  of  the  legal 
division  of  the  prohibition  unit.  My  adch^ess  is  the  same  as  Mr. 
Van  Buren,  1330  F  Street.  As  I  understand  it,  the  bill  will  serve 
two  purposes.  One  is  to  concentrate  the  liquor  so  that  we  may 
safeguard  it  in  better  fashion  than  we  have  been  able  to  so  far.  The 
second  is  that  it  is  an  equitable  proposition.  The  theory  of  taxation 
on  the  spirits  is  this,  that  when  the  spirits  are  produced  the  tax 
attaches  and  remains  on  the  spirits  until  they  are  used,  either  for 
beverage  purposes  or  for  nonbeverage  purposes.  Regardless  of  what 
happens  to  the  spirits,  whether  they  are  stolen  or  not,  except  by 
casualty,  we  can  not  allow  a  refund  or  abatement  of  taxes.  There 
are  only  five  or  six  diflEerent  ways  by  which  tlie  spirits  can  be  with- 
drawn from  bond  free  of  taxes:  For  denaturization,  for  use  by  the 
United  States^  or  for  use  by  scientific  institutions,  etc.;  and  there- 
fore when  the  spirits  are  taken  from  the  warehouse,  whether  they  are 
stQsleQ  or  otherwise,  unless  they  are  withdrawn  and  the  tax  paid,  the 
pUBumption  is  that  they  are  diverted  for  beverage  purposes,  and  con- 
saquesitiy  ^Mxeis^  m  fmvmm^  law  iradar  wldoh  we  caa  grant  reUef 
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to  the  distiller.  Some  of  these  warehouses  contaiii  a  Yety  azftaU 
toooant  of  spirits  and  it  is  costing  the  OovemmeDt  money  to  keep  a 
storekeeper-gai^er  there,  in  addition  to  heing  guwded  by  the  own^. 

Mr.  Gbebn.  Do  your  regulations  or  your  customs  require  keeping 
a  storekeeper-gaug^  for  esyclk  one  of  these  bonded  warehouses  9 

Mr.  Caffrst.  Yes,  sir;  our  regulations  provide  in  ^ect  that  there 
hs^  to  be  a  ganger  at  evenr  one  of  these  piaoes,  but  if  spirits  di- 
minish to  the  amount  of  about  5,000  proof  gallons  we  may  withdraw 
om*  gauger,  and  in  that  event  mb  distiller  is  l^t  without  any  pro- 
tection so  far  as  the  Government  is  concerned.  While  we  sa^  that 
the  Government  does  not  protect  the  spirits  from  theft  and  is  simply 
th^  to  collect  the  tax,  yet  the  pres^ce  of  the  ganger  is  some  pro- 
tection to  the  distiller  as  well  as  to  the  Government,  because  while 
he  is  i^arding  the  tax  he  is  also  guarding  the  distiller^s  int^est. 
Therefore,  I  say  it  is  a  twofold  measure,  first  to  enforce  prohibition, 
and  second,  to  give  relief  to  the  distiller.  The  distiller  manufactured 
these  spirits  when  they  could  be  sold  f«r  beverage  purposes,  and 
while  the  Government  has  not  compelled  the  distifler  to  keep  these 
spirits  in  the  warehouse,  they  could  be  withdrawn  at  any  time  they 
saw  fit  to  the  tax,  the  drcumstances  are  such  now  that  they  can 
not  be  withdrawn  for  beverage  purposes. 

The  Chatbman.  Let  me  ask  you,  my  friend:  The  ganger  or  so- 
called  storkeeper  is  the  custodian  of  the  key  ? 

Mr.  Gaffrbt.  Yes,  sir- 

The  Chaibman.  And  he  is  never  present  except  when  he  is  called 
upon  to  pwniit  some  of  the  articles  in  the  warehouse  to  be  taken  out, 
whether  it  is  liquor  or  dutiable  goods  ?  He  is  not  held  responsible  for 
theft  or  anything  of  that  kind  ? 
Mr.  Caffbjet.  No,  sir. 
VHie  Chatbmak.  Therefore,  there  is  really  no  protection  against 
thef t  m  those  warehouses  where  the  Government  has  a  ganger  or 
storekeeper  except  from  the  owner  of  the  property  himself.  For 
instance,  in  the  town  in  which  I  live  we  have  a  bonded  warehouse. 
The  Govemu^t  has  appointed  a  certain  man  as  custodian  of  that 
warehouse.  He  is  engaged  in  other  business,  and  only  goes  to  the 
warrfiouse  when  people  who  have  goods  that  have  been  entered  into 
the  bonded  warehouse  want  to  take  them  out,  and  he  collects  the 
money  then,  whether  it  is  internal  revenue  or  customs  duties,  unlocks 
the  institution  and  takes  out  whatever  is  wanted,  and  collects  the 

Mr.  Cafpbey.  Yes,  sir. 

The  GiAiKMAN.  That  is  the  custom  in  all  these  bonded  warehouses 
Wh«re  there  is  liquor  to-day,  is  it  not  ? 

.  Cappret  I  will  say  that  in  most  of  the  warehouses  the  ganger 
18  Pr^t  at  all  times.  But  you  have  stated  it  correctly  when  you 
state  that  there  is  no  protection  to  the  distiller  by  the  presence  of  the 
storekeeper-gauger. 

The  Chairman.  Well,  he  is  not  there  24  hours  in  aay  day « 
Afcr.  Caffrey.  No;  not  in  all  cases. 

toow  in  waTrtlht^''''^''''  ""^       interrupting  you.   I  wanted  to 
Mr.  Caffrey.  Now,  the  use  of  these  Uquors  for  nonbeverace  pur- 
poses is  comparatively  small,  as  everyone  knows.    There  waTin  the 
neighborhood  of  70,000  permit  holders  in  the  countay  Iwt  y«^^S 
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those  permit  holders  dealt  with  high-proof  spirits,  alcohol,  and  did  not 
TOe  vwy  much  of  what  we  term  distilled  spirits,  whisky,  etc.  There- 
fore the  distiller  has  not  much  rehef  bv  the  privilege  of  being  ahle  to 
withdraw  these  spirits  for  nonbeverage  purposes. 

^n'^L?^^^'^^iT'  ^^^^  ^^^^^     t^ke  to  dispose  of  this  stock  of 

59  000^00  gallons  under  the  circumstances  you  have  mentioned  ? 

Mr.  Caffrey.  Well,  anything  I  might  say  would  be  an  estimate  in 
that  regard.  It  would  be  a  mere  guess.  I  do  not  know  how  much 
they  will  use  for  medicinal  purposes  and  other  nonbeverage  purposes. 

Mr.  Hawley.  Do  you  know  how  much  they  used  last  year  for  that 
purpose  ? 

^  Mr.  J.  M.  YoTTNG.  The  difficulty  in  that  proposition  is  that  the 
Government  had  no  way  of  keeping  se])arato  fif^ures  for  medicinal  use 
before  the  passage  of  the  A^olstead  Act.  Wo  can  now  get  those  figures, 
since  the  passage  of  the  Volstead  Act.  Pjior  to  that  time  the  Gov- 
ernment, being  only  interested  in  the  tax,  did  not  follow  those  spirits 
to  see  what  they  were  used  for. 

Mr.  Hawley.  Is  it  likely  that  we  will  be  25  or  30  years  in  control 

of  this  situation  ? 

Mr.  J,  M.  Young.  My  view  is  that  it  will  he  longer  than  that. 

Mr.  Rainey.  It  depends  on  how  popular  influenza  becomes. 

Mr.  J.  M.  Young.  Yes,  sir.  There  will  not  be  in  excess  of  a  half 
million  gallons  used  commercially  for  medicinal  purposes. 

^Ir.  Hawley.  On  the  theory  we  will  be  in  the  business  for  50  years 
or  more. 

Mr.  J.  M.  Young.  Well,  whisky  will  not  stay  in  the  barrels  that 

long. 

Mr.  Garner.  Can  you  manufacture  liquor  under  the  Volstead 

Act  for  certain  purposes? 

Mr.  J.  M.  Young.  Yes,  sir;  our  distiller  is  manufacturing  it  now 

for  medicinal  uses. 

Mr.  C^ARNER.  In  other  words,  this  proceduTO  we  are  contemplating 
in  this  hiU  means  for  all  time  ? 

Mr.  J.  M.  Young.  Well,  it  means  until  the  situation  clears,  until 
Cono:ress  makes  up  its  mind  as  to  what  will  become  of  tliis  whisky. 
If  eventually  Congress  shall  say  that  some  disposition  shall  be  made 
of  it,  either  by  purchase  and  destroying  it  or  using  it  for  some  other 
purpose,  that  will  dispose  of  it. 

Mr.  Garner.  It  occurs  to  me  that  Congress  at  this  time  ought  to 
consider  the  question  of  what  they  should  do  with  this  59,000,000 
gallons  of  liquor.  I  want  to  say  that  this  is  the  fiist  time  since  I  have 
been  a  member  of  this  committee,  in  six  or  eight  years,  that  the 
liquor  people  have  been  so  deeply  interested  in  the  subject  Mid  have 
not  made  it  known  to  the  committee. 

Mr.  Caffrey.  They  may  not  have  made  it  known  to  the  com- 
mittee but  they  have  made  it  known  to  the  department  in  different 
wajB.  We  are  confronted  with  cbdms  all  the  time  in  these  cases 
where  distillers  are  asking  for  rehef,  for  whisky  stolen  in  warehouses 
or  in  transit,  aodwe  caQnotaUow  the  clain^  because  wehave  aofiuch 
legislation. 

Mr.  BAOHABAcn.  That  provision  will  not  rdieve  a  distiller  who  had 
his  liquor  stolen  in  fawisit,  no  matter  how  many  warehouses  we  had. 

Mr.  Cafibby.  TMb  j^vides  far  insuring  the  liquor  stolen  in  transit 
t»  ihe  Cbveeooieoi  wavduiusee. 
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Mr.  Bacharach.  If  the  liquor  was  stolen  in  ttwaaii  tba  GoTwnnwn* 
would  reimburse  them  for  it  ?  ' .       -n        •  a 

Mr.  Caffrey.  The  liquor,  as  I  understand  it,  wiH  be  insured^ 
whether  it  be  in  the  warehouses  or  whether  it-is  in  transit,  and  they 
will  not  be  required  to  pay  a  $6.40  tax,  the  beverage  rate,  cm  liquor 

that  is  stolen.  ,  . 

Mr.  Garner.  And  ntider  the  present  law  if  they  insure  their  prop- 
erty they  have  to  pay  that  insurance?  , 

Mr.  Caffrey.  Yes,  sir.  Under  the  presentiaw  they  can  insure  their 
own  property  against  fire  or  loss  by  theft.  I  assume  that  you  em 
get  most  anv  kind  of  insurance  in  this  country  by  a  private  indi- 
vidual, as  well  as  by  the  Government.  I  do  not  see  bow  the  MO^. 
ernment  can  get  any  insurance  that  a  private  individw  cottld 
not  get. 

Mr.  Green.  It  depends  on  what  the  laws  are.  I  just  want  to 
make  a  comment  on  Mr.  Garner's  observation  that  the  <^tillers 
have  not  seen  fit  to  make  their  wants  known  to  the  committee.^  I 
am  very  glad  that  the  distillers  have  not  indulged  ui  the  practice, 
that  some  people  have  of  lobbying  the  committee  on  tihe  outside, 
have  been  presenting  their  case  in  the  open,  so  that  eveifybody  can 
know  what  it  is  and  it  can  be  taken  down. 

Mr.  Caffrey.  I  do  not  know  that  I  have  anything  more  to  say, 
unless  it  is  to  answer  questions,  if  I  can. 

The  Chairman.  The  question  was  asked  how  much  liquor  would 
be  used  for  nonbeverage  purposes.  I  have  a  statement  here  from 
the  Treasury  Department  which  shows  that  the  (Estimated  internal- 
revenue  receipts  for  the  vear  ending  June  30,  1920,  title  6  of  the  act 
of  1918,  distilled  spirits  and  alcohol  beverages,  $34,000,000  estimated 
revenue,  and  nonbeverage  alcohol,  $44,000,000:  that  is  alcohol  used 
for  manufacture  and  all  other  purposes,  nonbeverage  purposes; 
total,  $78,000,000. 

Mr.  Caffrey.  Now,  that  $44,000,000  includes  all  alcohol  used  m 
the  industries. 

The  Chairman.  The  manufactxire  of  powder  and  all  those  things? 

Mr.  Caffrey.  Yes,  sir. 

The  Chairman.  Nonbeverage  alcohol? 

Mr.  Caffrey.  Yes,  sir;  and  the  use  of  liquor  for  medicinal  purposes 
will  certainly  be  a  great  deal  less  than  that. 

Mr.  Hull.  Does  the  $34,000,000  include  what  was  taken  out  of 
bond  for  beverage  purposes  before  the  law  went  into  operation,  pro- 
viding that  it  could  only  be  taken  out  for  nonbeverage  purposes  2 

Mr.  Caffrey.  Yes,  sir. 

Mr.  HAWUiY.  In  how  many  districts  would  you  estalilisl^  ware^ 

houses  ? 

Mr.  Caffrey.  That  proposition  I  have  not  dealt  with.  Mr.  Young 
may  furnish  some  information  on  that. 

Mr.  J.  M.  Young.  It  will  be  quite  impossible  to  say  how  many 
cities.    I  should  say  there  would  be  20  cities  at  least. 

Mr.  Hull.  How  long  will  it  take  to  assemble  the  liquor  in  these 
cities  ? 

Mr.  J.  M.  Young.  I  should  say  at  the  lowest  estimate  six  months. 
It  may  take  a  year.  Liquor  is  moved  very  slowly.  They  have  to 
handle  it  very  carefully,  and  the  railroads  do  not  like  to  handle  it  any 
msxte  thaiL  ikey  can  help.   They  do  not  faeilUate  (^pmiAaoe»in  tiqmor^ 
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^  Uz.  HuLL.^  As  I  understand  the  main  point  here,  the  Government 
^  the  one  hand  seeks  to  have  these  liquors  concentrated  for  the 
enforcement  of  the  prohibition  law? 
Mr.  Caffbby.  Yes,  sir. 

Mr.  HuLL«  On  the  other  hand,  the  owners  of  ihme  liquors  generally 
desire  the  same  ooneontratbn  in  order  to  guard  against  the  payment 
of  the  $6,40  rate  df  tax,  instead  of  $2.20,  because  of  the  liquors  being 
stolen?  '  H  6 

Mr.  Capfebt.  Yep,  sir. 

Mr.  Hull.  The  Government  under  this  plan  would  be  safeguarded 
agaiost  any  appropriatdon  it  might  make  for  the  expenses  of  trans- 
portation, msurance^  etc.,  by  the  liquor  people,  and  at  the  same  time 
wie  Government  would  save  money  by  being  able  to  reduce  the  num- 
ber of  guards  that  it  now  employs  to  safeguard  350  establishments, 
by  reason  of  reducmg  the  number  of  establishments  to  about  50  ? 

Mr.  Caffbbt.  Exactly.  It  certainly  will  be  conceded  that  we  can 
guard  20  or  25  or  even  50  warehouses  much  easier  than  we  can  guard 
350  warehouses  scattered  throughout  the  country. 

Mr.  TiLsoN.  Do  not  the  owners  of  these  spirits  own  the  warehouses 
in  a  good  many  cases,  and  are  they  not  able  to  take  care  of  the  liquor 
at  much  less  expense  than  the  Government  could  if  it  transferred  it 
to  some  large  city  ? 

Mr.  Caffret.  The  owners  of  the  spirits  do  own  the  wai^ehouses  in 
liie  case  of  distillery  bonded  warehouses. 

Mr.  TiLSON.  Then  in  spite  of  this,  you  want  to  take  them  out  of 
the  warehouses  which  the  owners  themselves  own  and  are  maintaining 
at  perhaps  a  reasonable  expense,  and  transfer  them  to  a  Government 
warehouse  at  which  the  expense  may  be  very  much  higher? 

Mr.  Caffrey.  But  is  it  fair  to  ask  a  distiller  to  guard  liquor  and  go 
to  a  lot  of  expense  to  safeguard  the  Government  against  a  tax  rate 
of  $6.40  when  the  distiller  can  not  withdraw  the  spirits  from  bond  and 
sell  them  for  beverage  purposes  for  which  he  is  paying  the  $6.40  tax? 

Mr.  TiLSON.  Would  it  satisfy  you  to  make  it  voluntai'y  on  the  part 
of  the  owner  of  the  spirits,  that  if  he  wished  to  have  it  transferred 
from  his  own  warehouse  into  a  Government  warehouse,  to  permit  it, 
and  if  not,  to  allow  him  to  continue  to  hold  it  in  his  own  warehouse 
and  be  responsible  for  it  as  he  is  now  ?  Would  not  that  be  reasonable 
and  fair  to  everybody  ? 

Mr.  Caffrey.  I  think  it  would. 

Mr.  J.  M.  Young.  I  do  not  believe  it  would.  One  of  the  principal 
objects  of  this  bill  is  to  enforce  prohibition.  Here  is  a  distiller  with 
a  small  quantity  of  liquor  in  his  warehouse  and  we  are  trying  to 
safeguard  those  spirits  as  well  as  the  distiller. 

Mr.  TiLSON.  If  he  is  willing  to  guard  it  in  his  own  warehouse  and 
be  responsible  for  the  loss  of  it  and  pay  the  beverage  rate  of  tax  if  it 
is  lost,  is  it  not  fair  lo  allow  him  to  assume  that  responsibility? 

Mr.  Caffrey.  Not  to  enforce  prohibition.  There  are  two  classes 
of  warehouses  that  this  bill  must  cover.  First,  there  is  the  small 
warehouse  where  the  distiller  has  not  the  means  to  guard  it»  and  the 
other  warehouse  is  the  large  one  where  the  distiller  does  not  have  the 
warehouse  full  and  he  is  nmning  it  at  a  large  loss.  For  instance,  one 
distiller  has  room  for  nine  or  ten  million  gallons  and  he  has  only 
1,000,000  gallons  in  there.  He  has  been  forced  out  of  business. 
He  built  ma^t  warehouse  at  the  time  when  he  ooold  manufacture 
whisl^  and  age  it,  and  he  used  to  keep  e^t  or  nine  million  gaUoi^ 


in  there.  Now  Jbie  has  only  1,000,000  ^dlons.  We  are  continuing 
that  distillery,  continuing  his  9,000,000-gallon  warehouse  for  the 
warehousing  of  1,000,000  gallons  of  spirits.  He  is  the  distiller  thajt 
the  hardship  falls  particularly  on.  Now,  the  little  fellow  with  only 
100,000  gaUons  is  willing  to  keep  it  in  there  and  steal  it,  or  have  it 
stolen  by  parties  he  is  in  collusion  with,  and  we  want  to  obviate  tihat 
by  not  giving  him  a  chance  to  do  it,  for  the  more  effident  s^orcemeiit 
of  the  prohibition  law, 

Mr.  Gabneb.  You  want  to  enforce  the  prohibition  laws  Bud  have 
the  liquor  people  pay  for  it? 

Mr.  J.  Ml  Young.  No. 

Mr.  Garner.  Yoi^  object  in  tiuts  bill  is  primarily  to  ^otce  the 

prohibition  laws? 
Mr.  J.  M.  Young.  Yes,  sir. 

Mr«  Garner.  Yon  woiild  levy  a  tax  on  the  man  who  owns  the 
liquor.   You  are  reaUy  taxing  him  for  enforcing  prohibition* 

Mr.  J.  M.  Young.  If  the  Confess  is  willing  to  assume  all  expenses, 
the  department  has  no  objectimi. 

Mr.  Garner.  I  am  not  saying  what  the  policy  should  be.  I  am 
talking  about  the  real  purj)oee  m  this  bill.  The  real  purpose  of  this 
bill  is  to  ^orce  fhe  prohibition  laws,  which  every  law-abidiog  citizen 
in  this  country  wants  to  accomplish. 

Mr.  J.  M.  Young.  Yes,  sir. 

Mr.  Garner.  And  you  woidd  levy  the  exp^e  of  enforcing  prohi- 
bition on  the  man  who  owns  the  li<;[uor? 

Mr.  J.  M.  Young.  Wdl,  they  own  it.   They  are  under  bonds  for  it. 

Ifr.  Caffbst.  They  are  at  some  expense  now  in  s^eguarding  this 
liquor.  A  lot  of  this  liquor  is  otmed  on  warehouse  receipts  and  the 
people  who  own  it  are  paying  warehouse  charges  on  it  now. 

ifr.  Gaknbr.  But  Mr.  Tilson  just  asked  a  question  which  vou  agreed 
to  ™  which  Mr.  Young  did  not  agree  to,  that  if  you  leave  it  optional 
with  the  man  who  owns  the  liquor,  whether  he  wm  avail  himself  of  the 
law  and  i^ume  this  cost  of  transportation,  and  you  said  yes,  and  Mr. 
Young  said  no,  that  our  primary  purpose  is  enforcing  the  liquor  law, 
and  we  take  it  away  from  these  fellows  who  are  likely  to  collude  with 
somebody  m  order  to  steal  it.    I  see  something  very  natural  in  that. 

Mr,  Caffb^.  It  has  a  twofold  purpose.  Wci'want  to  enforce 
wohibibon.  You  gave  us  the  law  and  it  is  up  to  us  to  enforce  it. 
Ihe  othOT  feature  of  it  is  that  we  want  to  give  the  distiller  who  has 
mvested  his  money  in  it  a  square  deal. 

in  ask  you,  my  friend,  if  it  now  costs  four  or 

ftve  million  dollars  to  guard  this  liquor,  with  the  4a0  gangers  or  store- 

estimate  it  will  cost  the  Government  if  we  have 
tbese  2,M0  stotekeeper  gangers  the  commissioner  mentions  in  his 
letter?  ^  other  words,  what  will  it  cost  the  Government  to  take 
care  of  ttas  liquor  and  control  it  after  it  is  concentrated  %  Have  vou 
any  idea  ?  *' 

Ifr.  J.  M.  Young.  The  next  appropriation  will  be  less  after  it  has 
aU  bera^concentrated  in  these  Government  warehouses.  The  four  or 
are  miUion  doUars  you  speak  of  is  the  appropriation  to  take  care  of 
tbe  spints  in  their  present  location. 

\.^\?^^^  C  it  would  cost  a  great  deal  less  money  to 

I  i-n^  ^  warehouses  than  it  would  to  have  it  in  350  warehouses 
and  snll  have  somebody  there  to  guard  it  ? 


SAFEGUARDING  OF  LIQUOR  IN  BONDED  WABBHOUSE& 


29 


Mr.  J.  M.  Young.  Yes,  sir. 

you  any  estimate  of  wliat  the  saving  in  the 

cost  IS  going  to  be  by  concentration  ? 

Mr.  J.  M.  Young.  I  believe  the  Goyeriuaeat  would  save  several 

million  dollars  a  year  out  of  it. 

The  CHAiRivtAN.  You  do  not  know  just  how  much  ? 

Mr.  J.  M.  Young.  Probably  $2,000,000.  I  think  it  would  cost 
haK  or  less  than  half  to  guard  those  spirits  in  Government  warehouses 
than  It  would  in  private  warehouses.  Parties  who  are  willing  to  take 
chances  on  steaUng  from  a  warehouse  are  not  going  to  steS  from  a 
Government  warehouse  nearly  as  quickly  as  Uom  a  private  ware- 
house, and  the  guarding  will  be  much  cheaper. 

Mr.  Gb££n.  You  mean  that  the  cost  to  the  Govemmeiit  will  be 
less? 

Mr.  J.  M.  Young.  I  think  so. 

Mr.  Green.  I  just  want  to  make  it  clear.  You  said  it  would  cost 
less  than  half.    I  suppose  you  were  referring  to  the  Government  ? 

Mr.  J.  M.  Young.  I  refer  only  to  the  Government  expenses.  The 
distillers  would  have  no  expenses  in  the  Govemment  wwehoiiaeBy 
except  for  the  storage  charge  for  their  spirits. 

The  Chairman.  How  many  employees  of  the  GovemmoflEit  are 
there  in  your  department  enforcing  prohibition ! 

Mr.  J.  M.  Young.  I  could  not  tell  you,  sir. 

Mr.  Caffrey.  There  are  in  our  Washington  organization  about  300« 

The  Chairman.  What  territory  do  they  cover? 

Mr.  Caffrey.  I  make  a  mistake  when  I  say  300,  because  we  are 
also  enforcing  the  Harrison  narcotic  law.  That  is  also  under  the 
supervision  of  the  prohibition  commissioner.  I  would  say  that  we 
have  in  the  bureau  an  ai^^aaization  of  about  175  etdorang  prohibi- 
tion. 

The  Chairman.  Here  at  WashingtoaS 
Mr.  Caffrey.  Yes,  sir. 

The  Chairman.  I  wish  you  would  do  this  for  the  information  of 
the  committee.  Will  you  obtain  from  the  Commissioner  of  Internal 
Revenue  the  number  of  men  now  employed  throughout  tbe  whole 
United  States  in  the  enforcemwt  of  the  prohibition  law  ? 

Mr.  Gabnbb.  And  how  many  you  contes^piate  having  enij^yed 
when  you  get  your  organization  perfected  ? 

The  Chairman.  And  about  what  would  be  the  annual  cost  0( 
maintaining  that  force  ? 

Mr.  Caffbbt.  Yes,  sir.    I  think  I  can  give  you  that. 

The  CsAmMAN.  I  wish  you  would.  You  can  hand  it  to  the  clerk 
of  the  committee  and  it  will  be  put  in  the  reowd  of  the  hearings. 
We  will  hold  that  off  a  day  or  two. 

Mr^  Gabner.  As  I  understand  it,  that  is  the  number  of  employees 
now  en^ii^d  in  the  enforcement  of  the  prohibition  act  and  the 
estimated  number  when  you  get  your  organization  perfected  to 
enforce  this  law  as  you  contem^ate  from  vour  headquarters  ? 
,  Mr.  CXlbvrky.  Would  our  estimate  for  tne  next  fiscal  year  suffice? 
The  estimate  which  we  are  figuring  on  for  our  appropriation  9  . 

Tfa^  Chairman.  Yes,  that  will  do.  I  shall  tnank  you  to  do  it  as 
soon  as  you  can  and  give  it  to  the  committee.  As  soon  as  the  hear- 
ings have  been  completed  you  will  be  handed  a  galley  proof  of  your 
statement  and  you  can  make  such  correction  a^d  aidoition  as  you 


^0  SAEEGtrABDING        LIQUOB  IIJ  BONDED  WAREHOUSES. 

think  proper  to  give  the  committee  as  much  information  as  you  can, 
because  when  we  present  this  bill  to  the  House  there  will  be  a  good 
many  shots  fired  from  all  directions  for  information. 
Mr.  Caffbey.  I  imagine  so. 

Mr.  Garner.  May  I  suggest  to  Mr.  Young,  or  some  one,  and  I  do 
not  believe  the  gentleman  who  has  just  testified  has  this  information, 
that  there  ought  to  be  some  kind  of  estimate  made  as  to  the  cost  of 
acqiiiring  the  warehouses,  say  20  or  25  warehouses,  what  it  will 
cost  to  acquire  them  and  maintain  them,  and  the  rent  to  be  paid 
on  them  each  year,  and  something  about  the  amount  it  is  going  to 
require  to  fix  tliis  liquor  so  that  nobody  will  get  hold  of  it  ? 

The  Chaikmak.  Whatever  that  cost  is,  it  will  be  charged  up  to  the 
liquor  people. 

Mr.  Garner.  I  understand  that,  but  if  we  are  going  to  take  a 
man's  property  by  law,  we  ought  to  know  something  about  how 
much  we  are  going  to  take  of  his  property  each  year. 

Mr.  Camtrby.  1  do  not  think  we  are  taking  his  property  in  tliis  bill. 

Mr.  Garner.  Well,  Mr.  Fordney  said  that  whatever  tlie  cost  was, 
it  was  going  to  be  charged  up  to  the  Uquor  man,  and  whether  it  is 
going  to  be  charged  up  to  tJie  Government  or  to  the  liquor  man, 
C<mgress  ought  to  know  how  much  is  going  to  !>e  charged  up  and 
exactly  the  procedure  whereby  you  concentrate  these  liquors. 

Mr.  J.  M.  Young.  We  have  not  done  that  as  yet,  for  the  reason 
that  the  situation  we  have  regarded  as  an  emergency  and  we  were 
rerj  anxious  to  get  some  legislation  and  make  some  advance  rapidly. 
We  propose  to  get  these  estimates. 

Mr.  Garner.  Mr.  Young,  you  know  in  the  last  two  or  three  years 
nearly  everything  we  have  done  has  been  an  emergency. 

Mr.  J.  M.  Young.  Well,  this  prohibition  has  been  an  «nergency. 

Mr.  Gabneb.  Yes,  indeed.  They  have  been  working  on  it  some 
tiiirty-odd  years  to  get  this  emaigeecy.  I  do  not  quite  agree  m&x 
you  as  to  where  the  emergency  comes  in.  But  for  the  last  two  or 
three  years  we  have  had  an  emergency  and  Congress  has  immediately 
done  everything  that  the  Executive  asked  it  to  do  and  given  it  aU 
the  discretionary  power  it  has.  I  want  to  suggest  to  you,  for  one 
Member  of  Congress,  that  iSoia  emergen(ry  is  over,  and  I  want  to 
know  why  I  should  give,  as^a  Membw  of  Congress,  the  discretionaiy 
power  to  you  or  to  any  other  branch  of  the  Gov^nmi^t — I  do  not 
mean  you  particularly — why  I  sh<mld  ^ve  vou  ihmt  discretionaiy 
power.   The  em^ency  is  over  and  I  must  Know  lihe  reasons  why. 

Mr.  Caffbbt.  We  will  do  our  best  to  give  you  an  estimate  of 
what  it  will  cost. 

Mr.  DiCKiKSON.  Is  the  cost  of  constraction  of  these  additi<mal 
warehouses  to  be  home  wholly  or  in  ^rt  by  the  owners  ci  the  liquor? 

Mr.  Catfbet.  I  do  not  get  your  idea  there. 

Mr.  DicsiKSON.  The  construction  of  warehouses  for  tliis  purpose^ 
is  that  to  be  paid  for  by  the  Qovemmrait  or  by  the  owners  of  the 
liquor? 

Mr.  Caffeet.  The  initial  cost  is  to  be  paid  by  the  Government, 
and  Ihen  we  will  be  rdhnbursed  by  the  storage  charges  on  the  liquor. 

Mr.  Dickinson.  Would  they  not  prefer  that  it  be  kept  in  a  large 
bonded  warehouse  and  not  be  at  the  expense  of  the  construction  of 
new  warehouses?  Would  it  not  be  guarded  there  just  as  well? 
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STAJJOTBITT  OF  MR.  P.  A.  VIZE,  OFFICE  OF  THE  SOUCSITOE 
OF  IjrTSBJTAL  ftfiVEHUE,  WASSXVaTOH,  0«  C. 

Mr.  ViZE.  I  want  to  offer  one  suggestion.  It  is  not  proposed  to 
build  new  warehouses.  The  commissioner  does  not  expect  to  have 
to  do  that.  What  the  commissioner  does  expect  to  do  is  to  take  over 
some  of  these  existing  bonded  warehouses  by  such  aiTangements  as 
he  can  make  with  the  px^esent  owners  and  convert  those  warehouses 
into  government  warehouses.  I  might  say  that  it  is  very  probable 
and  I  have  ascertained  that  by  talking  to  some  distills  and  to  soma 
attorneys  representing  distillers  

The  Chairman  (interposing).  Give  your  name  to  the  reporter 
and  what  you  represent.  , 

Mr.  ViZE.  My  name  is  P.  A.  Vize.  I  am  in  the  office  of  the  SoUcitor 
of  Internal  Revenue.  Mr.  Chairman,  I  was  saving  that  it  is  not 
contemplated  by  the  committee  appoint-ed  by  t^xe  commissioner  to 
draft  this  proposed  bill  here,  that  new  warehouses  shall  be  built. 
What  the  commissioner  does  actually  contemplate  doing  is  to  make 
some  arrangement  with  the  present  owners  to  take  over  the  most 
suitable  of  the  present  bonaed  warehouses  and  use  them  as  the 
Government  warehouses  which  it  is  proposed  to  estabUsh. 

Mr.  DiCKiNSOK.  That  is  one  of  tne  thoughts  that  I  wanted  to 
get  at.  ,  . 

Mr.  Hull.  Now,  under  that  plan,  if  we  should  go  to  Louisville, 
Ky.,  and  take  over  the  largest  warehouse  there,  and  the  hquors 
of  half  a  dozen  pwn^  from  different  parts  of  the  country  should  be 
stored  in  these  warehouses,  each  of  these  owners  would  pay  rentals 
and  other  expenses  of  that  kind,  according  to  the  amount  of  liquor 
they  owned  ttiat  was  stored  in  there,  would  they  not  ? 

Mr.  Vize*  That  is  the  intention.  I  might  say  in  addition,  Mr. 
Chairman,  that  it  is  rery  probable  that  almost  no  outlay  would  be 
necessary  for  the  purpose  oi  acquiring  these  Grovemment  warehouses, 
I  understand  that  some  owners  of  these  warehouses  would  be  wilhng 
to  make  arrangements  with  the  Government  whereby  they  shoidd 
receive  the  rental  as  the  Government  collects  it.  In  other  words, 
they  would  fix  possibly  a  given  stori^e  charge  ner  month.  I  have 
heard  one  owner  of  a  warenouse  s&y  that  probably  if  we  should  fill 
his  warehouse  up  for  him  he  could,  make  a  rental  chaise  possibly 
as  low  as  6  cents  per  barrel  per  month.  Now,  it  is  possible  that  these 
^warehousemen  would  demand  no  money  in  advance  at  all,  that  as 
fiist  as  the  Government  collects  from  tne  owners  of  the  hquor,  the 
money  could  be  turned  over  to  the  owners  of  the  buildings  m  which 
these  Government  warehouses  are  maintained.  So  that,  arranged 
in  that  fashion,  we  could  get  along  on  quite  a  small  appropriation. 

Mr.  Hull.  Mr.  Tilson  asked  a  question  about  the  wilBngness  or 
unwillingness  of  these  distillers  to  have  their  hquor  removed  to  a 
central  point.  I  want  to  see  whether  I  am  correct  or  not.  It 
appears  from  what  I  have  gathered  here,  that  in  connection  wi^  the 
purposes  of  this  bill  there  are  probably  two  classes  of  liquor  owners, 
one  class  composed  of  honest  owners  and  distillers  who  agree  witii 
the  Government  in  the  mutual  benefits  that  would  result  from  cen- 
tralizing these  liquors,  and  they  are  willing  to  go  on  with  the  Gov- 
ernment from  theu*  stendpoint  in  this  movraaent.  There  is  another 
class  which  is  not  so  honest,  perhaps,  and  would  like  to  keep  their 
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liquor  in  local  storage  to  the  end  that  if  any  of  it  should  be  stolen  dt 
it  should  be  otherwise  dissipated  they  might  get  out  better,  and  there- 
fore some  oi  them  might  be  opposed  to  having  theipr  liquor  caatrali^ed 
along  with  the  others.    Is  that  correct  or  not? 

Mr.  VizE.  I  have  not  heard  any  expression  from  any  distiller  to 
the  eSevt  that  he  was  opposed  to  the  plan  propos(»d  by  this  bill.  All 
those  that  I  have  talked  to,  and  T  will  not  profess  that  I  have  talked 
to  many,  and  the  attorneys  for  the  liquor  mterests,  Messrs.  Cooke  & 
Beneman,  are  very  ardent  advocates  of  this  bill. .  They  have  been 
up  to  the  solicitor's  office  and  tried  to  ur^e  it  on  the  office  there. 

The  Chairman.  Let  me  offer  a  suggestion  to  the  gentlemen  of  the 
committee.    Do  you  not  believe,  gentlemen,  that  it  would  be  of 

Seat  benefit  to  the  committee  in  presenting  this  matter  to  the 
ouse  if  we  had  a  Ust  of  the  names  of  the  owners  of  this  liquor  that  is 
in  bond,  who  are  in  favor  of  this  bill  ?    If  we  had  such  a  list  and  it  was 

gnnted  in  the  hearings,  do  you  not  believe  it  would  be  of  great 
enefit  to  the  committee  in  presenting  the  matter  to  the  Hoi^se? 
Mr.  Hltll.  Either  that  or  the  statement  of  their  representatives. 
Mr.  TiLSON.  Their  attorney  ought  to  be  here. 
The  Chairman.  Suppose  Mr.  C^ke  ^ves  you  a  list  of  the  firms  that 
he  represents  and  you  nave  it  placed  m  the  record  9   I  bdieve  that 
would  be  of  great  assistaaflU  tiB  ihe  committee. 

Mr.  VizE.  I  would  like  to  say  on  that  point  that  the  owners  of  the 
spirits  now  in  the  warehouses  are  to  a  very  Ihnited  extmt  the  dis- 
tdlers.  The  distillers  have  ahready  sold  the  ^eater  part  of  tiie  spirits 
in  bond.  The  owners  are  scattered  individuals..  The  owners  are 
scattered  all  over  the  country. 

Mr.  Copley,  Have  you  estimated  what  it  would  cost  to  transport 
the  whisky  in  permanent  warehovuses  ? 

Mr.  ViZE.  I  have  not  undertaken  to  make  an  estimate.  Mr. 
Beneman,  who  is  Mr.  Cooke's  law  partner,  advanced  tiie  suggestion 
to  me  that  it  might  be^  done  for  $50,000.  I  myself  scoffed  at  that 
idea.  He  had  produced  a  gentleman  who  was  in  the  liquor  business 
wiio  said  he  could  not  agree  with  Mr.  Beneman's  estimate,  but  he 
said  he  did  feel  sure  that  it  would  not  cost  more  than  $200,000. 
Thott  if  you  did  not  build  new  warehouses  it  would  minimize  ihe  cost 
of  concentration  rwy  considerably. 

The  Chairman.  Glentlemen,  are  there  any  others  who  want  to  be 
heard?  Do  you  want  to  come  back  another  day  or  this  afternoon 
or  do  you  ^ntiiemen  want  to  &b  with  the  conmuttee  such  statements 
as  you  deimre  to  make? 

Mr.  Green.  Mr.  Chairman,  Representative  McPherson  is  interested 
in  this  bill  and  desired  to  be  notified  of  the  heari|igs.  I  do  not  know 
.  whether  he  wanted  to  be  heard  or  not. 

Mr.  MgPherson.  I  would  like  to  be  heard  very  briefly. 

Mr.  Green.  If  he  would  like  to  be  heard  I  surest  that  he  be  given 
the  privilege,  if  there  is  not  time  now,  then  some  other  time. 

Mr.  Hawley.  I  would  like  to  ask  Mr.  Vize  a  question  before  he 
leaves.  Suppose  that  after  the  owners  of  this  hquor  now  in  the 
bonded  warehouses  look  over  the  bill  and  compute  the  cost  and  the 
looses  that  they  would  suffer  probably  by  its  operation,  that  one- 
third  of  them  should  decline  to  allow  then*  hquor  to  be  moved  and 
stored  in  the  conc^tration  warehouses^  what  do  you  propose  to  do 
in  such  cases? 
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Mr.  Vise.  Why,  this  bill  proposes  that  the  oommiasioner  may 
move  the  ^Mrits.  .  , 

Mr.  Hawley.  I  have  not  had  time  to  study  the  bill.  Does  it  give 
the  coiBixiiBsioner  authority  to  go  to  any  man's  warehouse  and, 
M^mMl  t'olens,  take  the  liquor  out! 

^tr  Vize.  Y^^Sy  sir. 

Mt.  Hawlby.  Suppose  he  should  aae  out  an  injunctiiOiL  against 
tiie  tfsmcfral  of  his  liquor  ? 
Mr.  Yvm,  WeU,  I  do  noi  think  an  ii^umetion  ought  to  be  granted 

in  such  a  case.  ... 

Mr.  Hawust.  Well,  I  wanted  to  know  whether  in  vour  judgment 
we  had  the  avtlMKrity  to  reni»v«  the  liquor  from  one  place  to  another 
M  order  to  concentrate  it  in  warehouses  under  Government  controL 

Mr.  Vksb.  Yes;  I  do  think  that  is  a  proper  measure  for  the  oiforce- 
mflnt  of  prohibition.  I  think  that  the  courts  would  iq>hold  sui^  a 
meftswr^  n>r  the  aoforcement  of  prohibition. 

The  GHAnoiAK.  Do  you  think  it  would  be  a  proper  thing  for  the 
oommittee  to  hear  the  attorneys  who  represent  the  ownero  of  this 
Hquor  1  I  rathOT  think  that  it  would  be  proper  for  the  committee 
to  4o.  Cam  jrou  ^^e  us  the  name  of  the  attorney  in  this  ci^  who 
fb^tamtB  the  liquor  intoests?  I  know  of  Mr.  Cooke.  I  do  not 
know  the  address,  but  I  {nresume  he  could  give  us  the  names  of  aU 
tibe  attorneys  h«fe  that  rraresent  the  liquor  interests. 

Mr.  J.  M.  Yooiio.  Mr.  Cooke  will  be  very  to  do  it.  I  think 
chairman's  sogsestion  is  a  verv  prapet  thmg. 

The  ChairmaK.  IJtejrou  know  the  address  fdMr.  Cooke  ? 

Mr.  J.  M.  YouKo.  He  is  in  the  Union  Trust  Bulling,  in  this  city* 

The  Chaisman.  What  are  his  inilials  t 

Mr.  J.  M.  YoUHo.  Levi  Coc^e. 

The  CHAntKAK.  I  know  him  very  well.  I  will  call  him  up  by 
phone  and  see  if  he  wants  to  be  heard.  Mr.  McPherson,  do-you  want 
to  be  heard  now  or  at  some  future  date  ? 

Mr.  McPheeson.  No;  I  wiQ  be  very  brief. 

BTkmaaVT  of  HOV.  ISAAO  v.  McPEKISOS,  a  bspsesesta- 
TIVE  IH  GOVGBBSa  fBOK  TSB  STA9S  OF  XISSOUSX. 

Mr.  McPhiseson.  Gentlemen,  I  do  not  know  that  this  bill  is  the 
measure  in  which  my  ideas  ought  to  be  carried  out,  but  in  the  pro- 
hibition law  we  have  failed  to  provide  for  persons  who  lawfully  own 
liquor,  like  retail  dealers  or  distillers,  to  dispose  of  it.  Of  course,  that 
deals  in  a  measure  with  the  disposition  of  it.  My  judgment,  • 
however,  is  that  Congress  ought  to  have  some  provision  in  this  bill 
by  which  the  United  States,  which  is  not  bound  by  the  eighteenth 
amendment,  could  transport  the  stocks  of  liquor  that  remain  on  hand 
upon  the  going  into  effect  of  this  law  and  make  such  disposition  of 
it  as  may  be  lawful.   But  I  do  not  think  we  could  give  any  authority 

to  the  owner  to-^ —  ,  .  ,     ,  ^ 

Mr.  QsB*N  (interposing).  This  bill  rrfers  only  to  hquor  m  bonded  - 
warehouses.   Your  idea  would  go  beyond  that  ?  « 

Mr.  McPhbbson.  Yes;  if  there  is  any  considerable  stock,  as  I 
understand  there  is.  Now,  take  the  retail  dealers.  We  all  under- 
stand that  it  was  generally  expected  that  these  pecaons  would  have 

168399—20  3 


d4         SMMmOABSiLSQ  OX  UQUOfi  IS  SOIfVSD  WAB&HOUS£S. 

a  year  in  which  to  dispose  of  their  stocks,  but  in  the  situation  that 
ejusted  as  it  came  about  they  had  not  that  time,  and  a  lot  of  retai 
dealeiB  all  over  the  country  have  got  a  lot  of  liquor  on  hand  and 
theze  is  no  way  by  which  they  can  lawfully  dispose  of  it.  It  would  be 
certain,  I  take  it,  that  Congress  could  not  give  tiiat  man  the  power 
to  dispose  of  it,  but  the  United  States  could  take  charge  of  this  hquor 
«Bd  make  some  just  and  equitable  disposition  of  it  in  which  it  would 
soflFer  no  loss,  which  would  popularize  the  prohibition  law  and  would 
be  an  act  of  justice  and  could  be  accomphshed  by  an  amendment  to 
this  bill  without  the  Government  suflfering  any  loss  ultimately. 

The  Chairman.  In  other  words,  your  suggestion  would  be  to  permit 
a  retail  dealer  who  has  liquor  in  his  possession  to-day  on  which  the 
internal  revenue  has  been  paid  to  exercise  his  option  and  place  it 
imder  the  control  of  the  Government  to  be  disposed  of  ? 

Mr.  MoPhbrson.  Not  only  that,  but  that  the  Government  may 
take  charge  of  it  and  dispose  of  it  either  by  selling  it  or  in  some  way 
handling  it. 

The  Chaibman.  The  Government  might  get  into  a  good  manj 
homes  under  those  circumstances. 

Mr.  MoPherson.  No;  those  persons  would  not  be  dealers.  These 
peisoiiB  are  all  known.  They  were  Ucensed  before  the  prohibition 
went  into  effect.  They  are  all  known,  and  I  take  it  that  under 
the  prohibition  law  the  quantities  of  these  goods  that  they  had  on 
hand  have  been  hsted  and  are  now  known.  Their  location  and  their 
quantity  and  kind  is  known.  Now,  I  have  here  a  protest  from  some 
retail  dealers,  or  rather  a  letter  calhng  my  attention  to  the  wrongs 
that  we  have  done,  and  we  ought  not  to  close  our  eyes  to  the  fact 
that  the  wrong  we  have  done  will  make  bitterness  in  the  hearts  of  a 
great  many  people,  as  all  injustice  does,  against  this  law  that  I 
ri^;ard  as  being  a  very  valid  one,  the  prohibition  law,  and  it  would  be 
more  popular,  because  when  you  do  right  by  doing  wrong  on  axLj 
one  or  on 'any  considerable  number  of  people,  you  are  liable  to 
antagoidze  a  good  many  people  and  make  bad  citiz«i»  out  of  some 
men  that  might  be  good  citizens. 

Now,  down  in  my  district  is  an  assoeia^on  known  as  the  Betail 
liquor  DeaJers'  Association  of  Jasper  County,  aiid  on  Wekmmy  7 
they  addressed  me  this  letter: 

JoPLiN,  Mo.,  February  7,  1920. 

Hon.  I.  V.  McPhbbson,  M.  C, 

Tfaaftmyton,  D.  C. 

Dear  Sir:  We,  the  Jasper  County  Retail  Liquor  Dealers'  Association/write  you  thia 
•letter  in  the  hope  that  we  may  receive  immediate  roiiel  from  a  conditMm  tiui)^  is  na- 
jiaralleled  in  the  history  of  our  country. 

We  have  purchased  a  large  amount  of  whisky,  put  the  same  iu  storage,  and  now  are 
unable  to  get  the  whisky  to  remove  it  or  to  truupoit  it.  At  the  time  we  placed  it 
in  storage  we  were  payii^  5  cents  a  barrel  per  month  storage;  the  late  of  atorage  has 
been  increased  now  to  20  cents  a  barrel  per  month. 

For  a  long  period  of  time  we  were  able  to  secure  insurance  on  the  whisky.  Insur- 
ance rates  have  increased  and  linally  we  are  unable  to  get  insurance  of  any  kind. 
Warehouses  are  being  robbed  and  liquors  stolen  and  we  have  no  remedy ;  and  it  is  oui^ 
b^et  that  i^r  wardiouses  have  been  robbed  of  all  liquor  then  that  ^e  places  trill 
be  burned  and  that  we  wiU  be  loser  every  dollar  that  we  have  invested. 

In  this  connection,  permit  us  to  suggest  that  in  case  we  lose  in  this  respect  that 
the  Government  will  also  be  loser  its  revenue.  What  we  want  now  is  immediate  action 
to  relieve  the  present  conditions.  In  other  words,  Mr.  McPherson,  if  there  is  no 
Government  law  aUowiqg  us  to  tnosport  these  goods,  is  it  not  possible  to  have  tme 
enacted  to  prot^'us  on  the  investment  we  have  made? 
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We  believe  in  American  citizens  engaging  in  a  legitimate  l)usino.=.=.  and  we  feel  that 
we  arc  entitled  to  ask  of  the  Government  the  same  protection  be  given  us  that  it  gives 

to  all  other  business.  .  j  u  *  -ii 

Trusting  that  we  may  receive  a  reply  from  you  on  this  matter,  and  taat  you  wm 
give  tiiis  letter  the  attention  that  it  justly  merits,  and  vrlutii  we  fed  that  you  wUI 
do,  we  are, 

Ren>ect{uUy,  , 

Jaspeu  Cot  NTY  Retail  Liquor  Dealers'  As.sociation, 
By  J.  B.  McCuLLOLCiH.  Serrelary. 

Now,  I  understand  no  man  could  doubt  the  wrong  that  we  have 
done.  The  question  is  whether  we  should  let  it  remam  a  wrong 
unredressed  or  whether  we  had  better  redress  it. 

Mr.  Green.  I  do  not  just  understand  from  your  letter  whether 
they  had  this  liquor  m  bonded  warehouses. 

Mr.  McPherson.  Some  of  it  that  they  refer  to,  on  which  they  are 
paying  these  storage  charges,  is  liquor  in  bond  on  which  the  tax 
has  not  been  paid. 

Mr.  Gbeen.  This  bill  would  cover  that. 

Mr.  McPhebsoh.  It  would  cover  it  in  a  way,  but  my  idea  of  the 
way  in  which  you  cover  it  is  that  you  add  to  the  wrong  done.  In 
other  words,  these  people  can  not  dispose  of  theh  liquor,  and  no  one 
is  going  to  do  it  for  them.  If  it  is  concentrated  and  they  have  to 
pay  the  cost,  the  losses  that  these  men  are  going  to  have  by  moving 
ft  up  to  a  particular  place,  and  the  storage  charges,  are  going  to  go 
on  indefinitely,  and  ultimately  it  is  a  question  of  how  long  it  is  going 
to  be  before  the  Government  has  confisca,ted  it  or,  rather,  rendered 
it  valueless  because  it  has  made  the  charges  more  than  the  value  of 

the  property.  ,     ,  .  u     •  * 

Now,  it  may  not  be  wise  to  remedy  this  wrong,  it  may  be  wise  to 
leave  it  alone;  but  to  me  it  appears  as  a  question  with  only  one  side 
to  it,  and  that  is  whether  the  Government  ought  to  go  out  and  relieve 
all  these  people  who  are  honest  and  have  their  money  mvested  m 
this  stuff.  It  ciMi  take  charge  of  this  li<juor  and  move  it  about  and 
sell  it  if  it  wants  to  on  any  terms  that  it  sees  fit  and  no  loss  could 
occur,  because  the  United  States  can  get  out  of  this  product  whatever 
the  value  of  it  is.  It  seems  to  me  that  this  bill,  dealing  with  this 
subject,  is  the  proper  place  for  such  a  provision,  and  the  committee 
ought  to  draft  some  means  by  which  the  United  States  would  not 
only  do  what  is  proposed  here,  if  it  is  thought  wise,  but  if  the  Umted 
States  is  going  to  add  to  the  burden  of  these  people,  if  it  is  gomg  to 
concentrate  this  stuff,  it  ought  to  bear  the  expense  of  doing  so,  and 
it  ought  not  to  impose  furtoer  losses  upon  these  men.  M\  idea  is 
that  it  ought  to  gather  up  all  this  stuff  that  is  bemg  sold  and  peddled 
out  in  violation  of  the  law,  from  those  that  are  honest  and  from 
those  that  are  dishonest  too,  get  the  money  out  of  it,  and  handle  it 
in  whatever  way  it  sees  fit.  It  ought  to  do  that  not  only  with  refer- 
ence to  liquor  in  warehouses,  but  also  for  these  dealers  who  have 
paid  the  tax  and  taken  the  whisky. 

(Thereupon  at  12.10  o'clock  p.  m.  the  committee  adjourned.) 
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Addenda. 

Hon.  JOSBPH  W.  FORDXEY, 

Chairman  Committee  on  Waifs  and  Means,  House  of  Represmtatives, 
My  Dear  Mr.  Fordney:  I  have  carefully  examined  H.  R.  12682,  entitled  "A 
bill  for  the  enforcement  of  the  national  prohibition  act  by  establishing  and  main- 
taining Government  warehouses,  and  for  other  purposes/'  and  recommend  that  the 
same  be  enacted  into  law  at  the  earliest  date  practicable. 

The  purpose  of  the  bill  is  to  enable  the  prompt  and  effective  safeguarding  of  all 
distilled  spirits  in  the  hands  of  dealers  or  in  bonded  warehouses  and  to  relieve  the 
Government  of  a  large  and  unnecessar>-  expense  of  safeguarding  the  great  number 
of  warehouses  in  existence  at  the  present  time.  The  bill  will  also  relieve  distillers 
and  owneiB  of  distilled  spirits  fmm  hmvy  penalties  for  the  loss  of  q)irits  not  ade- 
quately sa^tuueded  and  will  pxesove  these  8{»rit8  fer  aay  profm  ose  to  wbich  tfaejr 
may  be  put. 

The  quantity  of  distilled  spirits  in  bonded  warehouses  is  estimated  at  59,000,000 
gallons.  The  quantity  of  such  spirits  in  the  hands  of  dealers  is  unknown,  but  it  is 
believed  to  be  greatly  in  excess  of  the  immediate  leqidfeme&ts  for  legitimate  pmr- 
poses.  None  of  these  spirits  may  now  or  hereafter  be  used  or  sold  for  bevmage  pur- 
poses, but  such  spirits  may  be  sold  and  used  for  medicinal  and  industrial  purprses. 

Various  estimates  have  been  made  relative  to  the  rate  of  consumption  of  distilled 
spirits  for  medicinal  and  industrial  purposes.  It  has  been  estimated  that  if  the  aver- 
age demand  were  represented  by  one  prescription  of  1  pint  annually  for  each  inhab- 
itant of  the  United  States  the  {nesmt  stocks  would  be  consumed  in  about  five  years. 
This  estimate  is  pro])ably  in  excess  of  the  demand  which  will  actually  dcA  elop. 
Some  persons  are  of  the  opinion  that  the  present  stocks  will  be  sufficient  for  all  legiti- 
mate requirements  for  a  period  of  from  30  to  50  years.  It  seems  undesirable  to  con- 
tinue the  present  system  of  warehouses  and  custody,  which  was  devised  and  per- 
fected to  meet  the  conditions  existing  when  distilled  sfHrits  might  be  freely  mann- 
factiu^d  and  sold.  It  is  uneconomic  to  continue  the  large  number  of  warehouses  in 
which  distilled  spirits  are  stored.  It  is  unfair  to  perpetuate  a  condition  in  which 
str)rage  diarizes  are  rapidly  consuming  the  investments  wliich  have  been  made  in 
liiis  comuKjdity.  It  is  unfair  to  insist  longer  on  the  collection  of  beverage  taxes  on 
spirits  whidh  are  lost.  The  beverage  tax  shoold  be  refunded,  now  that  diatiUed 
spirits  can  no  lonj^r  be  sold  or  used  as  a  beverage.  The  guarding  of  the  many  sepa- 
rate warehouses  is  inadequate  at  present  and  can  be  adequate  only  sA  g^t 
expense. 

I  believe  that  the  Government  should  secure  warehouses  as  proposed  in  this  bill,  to 
be  operated  and  guarded  exclu'dvely  by  Government  <^ioial!,  inte  which  all  distilled 

spirits  now  in  exCstence  whether  bonded  or  tax-paid  may  be  received  and  held  for  1^ 

di^tQlers  or  owners,  subject  to  withdrawal  according  to  permits  duly  issued  for  non- 
bevenif^e  u-^e  and  on  payment  of  a  reasonable  storage  charge  to  cover  the  cost  of  acquir- 
ing and  operating  such  warehouses  and  that  bottling  facilities  should  be  provided  at 
the  Government  warehouses,  the  expense  of  bottling  to  be  d^rayed  by  the  distiBevs 
car  owners  who  make  u^  of  siidi  ia^ties. 
Respectfully, 

D.  F.  HousxoK,  Secreimu- 


TaEAsuay  Depabthent, 
'Omen  OP  CoiilllssiONVB  of  Internal  Revenue, 

WashingtQn,  M(^<:h  ^,  i920, 

Hon.  J.  W.  FORDNEV, 

Chairman  Woifs  and  Means  CommiUee^ . 

Ifyme  of  lUpresematives. 

My  Dear  Mr.  Fordnrv:  At  a  hearing  of  the  Ways  and  Mean^^  Committee  on 

Wedne-^day,  Fe')ruary  2o.  1920,  you  requested  representative^  of  thi«  bureau  to  present 
e-itimate^  of  appropriation^  require  l  t  )  carry  into  effect  H.  R.  12682,  a  bill  **for  the 
enforcement  of  the  national  prohibition  act  by  e-'tablishing  and  maintaining  Govern- 
ment warehoused,  and  for  other  purpoee^/'  in  the  event  that  bill  should  be  enacted 
into  law. 

In  re  pon  e  to  your  request  the  following  estimated  9fe  submitted  for  the  first  year's 

appropriation : 

There  are  approximately  l,200,00ri  baneW  of  distilled  spirit^  in  the  l)onded  ware- 
Bouses  at  the  present  time.    From  the  i)e-t  .^ource-  of  information  available  is  it  ascer- 


SAFBGUAEDXNG  OF  UQITOB  IK  BOHIffiD  WAWHOUSBEL  37 


tained  that  the  cost  of  moving  spirits  from  the  ricks  in  the  warrfiou  es  to  trucks  for 
i^hipment  averages  |1  a  barrel.  The  avera<;e  freight  from  the  bonded  warehouse^  to 
Hie  proposed  Government  warehouses  would  be  about  $1.  An  expense  of  |1  each 
irould  attach  to  the  movii^  of  tbe  bairela  from  the  railroad  into  the  Government 
warehouse^.  A  preliminary  expense  of  |3  a  barrel  would  accordingly  at  tub  before 
the  spirits  could  be  stored  in  the  proposed  Government  warehour^e?.  This  would 
amount  to  $3,600,000.  It  is  estimated  that  not  more  than  one-half  of  the  barrels 
would  be  moved.  The  other  half  would  remain  in  th^  warehou-es  where  now  stored, 
^idi  wmdd  be  taken  over  by  llie  Govmunent  under  the  bill.  This  preliminfffy 
'lexpense  would  accordingly  amount  to  $1,800,000. 

From  a  survey  of  the  location  of  the  spirits  at  this  time  in  the  3()6  warehouse?,  it 
would  appear  to  be  necessary,  in  the  event  this  bill  should  be  enacted,  to  establish 
approximately  75  Government  warehouses  conveniently  located  for  the  most  eco- 
nondeal  storage  and  guaniiw  of  all  tiie  spirits  now  in*  bonded  warehouses.  EacHh 
warehouse  conai^of  two  or  tnree  buildings;  some  warehouses  have  as  many]  as  seven 
buildings.  An  average  of  20  persons  would  be  required  for  each  warehouse,  including 
Hieputy  collect(trs.  ijaugers,  storekeepers,  guards,  clerks,  and  laborers.  The  average 
salary  for  all  classes  is  estimated  at  $1,200,  making  a  total  of  $24,000  annually  for 
arianes  at  eadi  wardiouse.  The  personnel  expense  for  75  warehouses  would  Kcori^ 
ingly  be  11,800,000. 

An  estimate  of  rental  for  the  proposed  Government  warehouses  may  be  based  upon 
an  average  rate  ni  storage  for  each  barrol  of  spirits.  Th*^  rates  of  storage  at  this  time 
vary,  according  to  the  location  of  the  warehouse,  from  10  cents  a  month  to  $1  a  month 
for  each  barrel  and  in  exceptional  cases  considerably  more.  It  is  estimated  that  a 
conservative  average  rate  the  Government  would  be  required  to  pay  for  storage  space 
would  be  $1.25  a  year  per  barrel,  considering  that  the  full  storage  capacity  of  warehouses 
taken  over  would  l)e  used.  For  1,200,000  banels  the  sum  required  for  rwtal  would 
-accordingly  be  $1,500,000. 

For  insurance,  bottling  facilities,  incidental  supplies,  and  miscellaneous  expenses 
it  is  estimated  that  $230,000  would  be  required. 

A  summary  of  die  estimated  expense  for  the  fimt  year  und^  flie  bill  would  aocoid- 
ingly  be  as  follows: 

Frdght  and  moving   $1,800,000 

Personnel   1,800,000 

Rent   1,500,000 

Insurance,  bottling  equipment,  incidental  expenses,  etc   250,000 

Total   5,360,000 

There  are  at  present  employed  by  the  Internal  Revenue  Bureau  469  stor^eei>er- 
^ugers,  stationed  at  distilleries,  bonded  warehouses,  denaturing  plants,  and  wineries. 
The  expense  incident  to  Ilie  ^ploymrat  of  these  a&c&ts  is  at  this  time  at  the  rate 

of  about  $725,000  a  year.  ^    ^  . 

The  deficiency  bill,  H.  R.  1204(>,  carries  $1,000,000  for  the  employment  of  addi- 
tional Government  officers  at  the  bonded  warehouses  to  assist  distillers  in  safeguard- 
ing the  spirits  in  bond  during  the  balance  of  this  fiscal  year,  and  prevent  violations 
of  the  national  inhibition  act.  It  would  probably  require  $4,000,000  or  $5,000,000 
annually  to  adequatelv  guard  the  spirit^^  in  their  present  location  in  366  bonded 
warehouses.  This  expenditure  would  be  a  dead  loss  to  the  Government.  Under 
the  plan  proposed  in  the  Green  bill,  II.  R.  12682,  to  concentrate  the  spirits  into 
Oovemment  wardiouses,  the  estimated  appropriation  for  the  first  year  would  be 
^,380,000,  includii^  expense  of  movii^  the  Brarits,  personnel,  rent  or  warehoupcs, 
■etc.,  as  above  set  out,  -and  this  entire  sum  would  under  the  pro\lsions  of  the  bill  be 
returned  to  the  Government  in  siorago  charges  on  the  spirits.  For  the  second  year, 
it  is  estimated  that  the  appropriation  requiied  would  be  about  $3,000,000,  as  the 
initial  expense  of  moving  the  spirits  and  providing  bottling  facilities  would  fall  only 

on  the  firet  yeari  , ,  .     ^  , 

It  is  again  urged  that  the  projwsed  plan  of  establi-^hing  Government  warehouses 
for  the  storage  of  the  prei-ent  stocks  of  whisky  would  be  of  very  great  assistance  to 
the  enforcement  of  the  national  prohibition  act,  and  the  expense  would  be  charged 
aganist  the  spirits,  while  under  the  preeent  system  the  entire  cost  falls  on  the  Gov- 
ernment wi&out  any  return  and  without  adequate  safeguards  against  unlaWfol 
Tonovals. 

In  response  to  yoiu-  request  for  a  statement  of  the  numl^er  of  persons  at  present 
employed  by  the  Internal  Revenue  Bureau  in  the  enforcement  of  the  national  prohi- 
bition act,  I  have  to  advise  you  that  there  are  now  emplwed,  or  will  be  prior  to  June 
m  1920  in  the  office     the  Commissioner  of  IntetnU  Revwue  at  WaBttinitton,  434 
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persons,  at  an  annual  salary  rate  of  $604,900;  in  the  offices  of  the  natiOMl  prohibiUon: 
directora  located  in  the  States  there  are  now  on  duty  173  employees,  at  a  salary  rate 
of  $390,850  per  annum;  on  the  steOs  of  the  eapervising  prohibition  agents  operating- 
throughout  the  country  there  are  745  persons  at  an  annual  sa^ur^^  rate  of  ^1,Z4A,\JW, 
maVmcr  a  total  of  1,352  persons  in  the  District  of  Columbia  and  throughout  the  United 
States  employed  in  the  emorcement  of  the  national  prohibition  act,_  at  an  amiUAl 
salary  rate  of  $2,237,750;  tiaveling  expenses  for  the  above  will  approxunate  $8»4,uuu 
per  year.  Additional  expenses  for  printing  and  binding,  stationery  rental  of  quarters , 
equipment  and  miscellaneous  items  will  also  be  incurred.  The  field  force  will  neces-^ 
sjuilv  be  somewhat  enlarged  since  some  directors  have  not  yet  begun  to  functicm. 
When  fully  organized  the  per  annum  rate  of  expense  will  approXiHttte  $4,U00,0U0, 
the  amount  of  the  estimate  submitted  to  CongresB  for  enforcement  of  the  national 
prohilntum  act  for  the  fiscal  year  1921.  This  is  exclusive  of  "^y.  ,K 
ffuaids  to  station  at  warehouses  or  other  expenses  as  contemplated  by  M.  K  izbbz. 

It  is  confidently  believed  bv  bureau  officials  that  more  than  $4,000,000  will  be  turned 
into  the  Treasurv  in  a  12-m6nth  period  as  a  result  of  collections  made  from  evaded 
taxes,  fines,  penalties,  forfeitures,  and  offers  in  compromise.  In  othOT  words,  it  is 
believed  that  the  amount  received  from  prohibition  enforcement  will  exceed  the 
wnount  canied  for  this  purpose  in  thel«gpUative,  executive,  and  judicial  bill  now 
under  consideration  bv  Congress. 

Sincerely,  yours,  ^  ^^^^^  Cmmi^. 


Washington,  D.  C,  February  25, 1920. 

Hon.  Joseph  W.  Foroxey. 

.  Chairman  Ways  and  Means  CommiUee^ 

HouM  of  Representatives,  WaOnngton^  D.  C. 

Sir:  With  reference  to  tfie  bill  now  pending  before  your  committee  for  the  enforce-- 
ment  of  natkmal  prohibition  by  the  eetablishing  and  maintainmo:  of  Governmenf 
warehouses,  on  behalf  of  the  National  Association  of  Distillers  and  Wholesale  Dealers 
composed  of  the  majority  of  distillers  and  wholesale  dealers  in  the  United  States,  1 
bee  to  ad \*i8e  as  follows:  *  ,    m  x 

I  understand  that  this  bill  was  introduced  at  the  request  of  the  TreaPiu-y  Depart- 
ment and  was  designed  to  assist  in  the  proper  enforcement  of  the  ei2:hteenth  amend- 
ment to  the  Constitution.  There  are  at  this  time  some  60,000.000  gallons  of  distilled 
spirits  in  bonded  warehouses  in  the  United  States.  Under  the  constitutional  amend- 
ment and  the  act  cf  Congress  passed  in  enforcement  thereof,  these  spirits  can  liow 
be  withdrawn  from  bond  only  for  nonbeverage  use.  The  act  of  Congress  and  the- 
T^ulations  of  the  Treasury  Department  thereunder  are  designed  to  control  the  with- 
drawal of  these  sinrits  so  that  they  will  not  reach  beverage  consumption  after  they 
leave  the  bonded  warehouses. 

The  present  distillery  bonded  warehouses  are  scattered  mamly  through  the  rural 
sections  and  the  guarding  of  the  spirits  stored  therein  is  a  very  diflScult  and  an  almost 

impossible  thin^.  .  .„   .    .  , . 

You  will  understand  that  distilled  spirits  are  produced  bv  distillation  m  compliance- 
with  the  Internal  Revenue  laws.  After  running  from  the  still  into  the  receiving 
cistern  in  the  distillery,  the  spirits  are  barrelled,  gauged,  marked,  and  branded  by 
Government  officers  and  placed  in  bonded  warehouses. 

Undtf  the  internal-revenue  laws  the  spirits  were  permitted  to  stay  in  these  bonded: 
warehouses  under  warehousing  bonds  conditioned  on  the  payment  of  the  tax  within 
eight  years.  WTiile  under  the  old  internal-revenue  system,  the  spirits  could  have 
been  withdrawn  at  any  time  ^\4thin  eight  years  from  the  date  on  which  thev  were  ware- 
housed, they  could  not  be  withdrawn  for  bottling  in  bond  imtil  they  had  been  in. 
warehouse  at  least  four  years.  The  Government  bottling  in  bond  was  always  under- 
stood to  guarantee  the  age,  quantity,  and  proof  of  bottled-iTi-bond  spirits,  and  the- 
demand  for  this  class  of  spirits  is  one  of  the  chief  reasons  for  the  accumulation  of  the 
present  stocks  in  bonded  warehouses. 

Distillers,  upon  entering  the  spirits  in  the  bonded  warehouse,  issued  warehouse 
receipts  th^for.  These  warehouse  receipts  were  held  by  the  United  States  Supreme 
CoXSxt  in  the  case  of  Tanev  r.  Penn.  National  Bank  to  pass  title  in  the  spirits  to  th^ 
receipt  purchaser.  Distillers  ordinarilv  sold  thrse  warehouse  receipts  as  soon  after  the 
storage  of  the  spirits  as  possible.  The  result  to-day  is  that  the  distillers  own  only  &. 
verA'  siaall  portion  of  the  spirits  in  bond.  They  are  held,  by  virtue  of  the  warehouse 
receipts,  by  all  classes  of  people.  Many  receipts  are  held  by  banks  and  private  money 
lend^  «K)  have  loaned  money  on  them  as  collateral.  The  distillers  have  no  means 
of  kiunrai  who  oww  the  spirits  now  <m  storage  in  their  bonded  war^uses. 
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^S^H^^J^^lT^  i''''^*T-  ^^'^.T^y  distillery  warehouses,  the  prohibition 
^rS^5?lS^  *  PhyBical  impossibility  to  prevent  thefts  from  these  warehouses. 

1  T^""  f^^f^  supply  was  always  a  prime  factor  to  be  considered  in 
goosing  the  lo-ation  of  a  distillery,  and  many  distiUeries  are  located  in  thinly  settled 
communities  where  there  is  no  local  police  protection .  Many  warehouses  of  v^  laim 
cai^ity  now  have  only  a  few  barrels  on  storage,  and  the  value  of  the  spirits  storea  is  in 
no  way  commraisurate  with  the  cost  which  the  Government  and  the  distiller  are  to-da v 
TOcurnng  in  the  guar^  thereof.  The  storage  conditions  at  the  smaller  distiUeri^ 
are,  of  couise,  not  as  adequate  as  at  the  larger  distilleries,  and  the  spirits  in  bond  now 
do  not  occupy  more  than  one-sixth  of  the  available  storage  space.  Despite  aU  we- 
cautions,  maiw  thefts  have  occurred.  Instances  have  been  found  where  warehouses 
were  tunneled  under.  Manv  organized  raids  on  warehouses  have  been  attempted. 
To  date  most  of  l^ese  raids  have  been  frustrated,  but  conditions  are  such  that  sooner 
or  later  these  raiding  attempts  will  be  successful.  All  distillers  are  to^y  living  in 
mortal  fear  lest  monung  Ining  th^  woid  of  aNnidete  emptying  <rf  thdr  wai^^ses 
by  gang  burglary.  — r  ^— o 

It  is  impossible  to  estimate  the  expense  which  the  distillers  and  the  Govemm^t  are 
now  mcurring  m  protecting  the  spirits  in  the  warehouses. 

For  the  above  reasons  it  will  be  seen  that  ccmcenlaratiim  of  the  spirits  in  warehouses 
which  can  be  properly  guarded  under  Government  supervision  and  control  is  manda- 
tory, and  the  trade  is  anxious  to  cooperate  to  the  fullest  extent  %rith  the  Treasurv 
Department  in  establishing  some  system  for  concentration  of  these  spirits  which  will 
movent  losses  by  thefts  and  will  enable  the  prohibition-enforcement  officers  to  super- 
vise to  the  fullest  extent  the  withdrawal  of  these  spirits  fwr  nonbeveraee  use. 
BeqpectfuUy, 

Cooke  &.  Bexemax, 
By  Geo.  R.  Beneman, 
General  Counsel  NaUanal  Assodaiion  of  Distillers  and  WhoLesak  Dealers. 
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Committee  on  Ways  and  Means, 

House  of  Representatives, 
Washircgton,'  D.       Friday,  December  17,  1920. 

The  committoo  met  at  10  a.  m.,  Hon.  Joseph  W.  P'orclney  (chair- 
man) presiding,  aud  after  hearing  witnesses  on  other  matters  pro- 
oeeded  as  follows: 

The  Chairman.  There  are  some  other  gentlemen  here  who  want 
to  be  heard. 

Mr.  Green.  I  would  like  to  hear  very  briefly  the  representatives 
of  the  Treasury  Department. 

The  Chairman.  Mr.  Kramer  .is  here.  Mr.  ILramer,  will  you  come 
forward,  please  ? 

Mr.  Green.  The  chairman  and  members  of  the  committee  will 
remember  that  I  was  requested  to  obtain  some  information  from  the 
Treasury  Department,  and  upon  callins;  up  the  Commissioner  of 
Internal  Revenue,  I  found  that  the  Treasury  Department  desired 
brief  further  hearing  on  the  bill  with  reference  to  the  concentration 
of  Uquor  in  a  few  large  warehouses. 

STATEMENT  OF  MB.  JOHN  F.  KRAME&,  FBOHIBITIOIir  COM-  > 

MISSIONE&. 

Mr.  Kramer.  Mr.  Chairman  and  j^entlemen  of  the  committee,  I 
will  state  some  few  things  that  we  have  learned  during  the  past  year 
through  experience,  if  I  can!  The  committee  will  remember  that  it 
had  a  hearmg  on  this  matter  last  February,  and  possibly  the  com- 
mittee would  not  care  to  have  us  go  into  it  so  fully,  on  that  account, 
but  here  has  been  our  experience: 

The  Congress  appropriated  $1,000,000  for  the  purpose  of  guardmg 
the  warehouses.  We  have  about  375  to  400  warehouses  in  the 
country  yet,  in  which  the  liquor  is  stored.  Even  with  the  appro- 
priation of  $1,000,000,  it  does  not  give  us  an  average  of  two  guards 
f  to  a  warehouse;  even  though  we  would  make  it  two  shifts,  we  would 
not  have  a  man  on  duty  all  the  time  at  each  one  of  the  warehouses. 
Hence,  even  the  $1,000,000  is  not  as  effective  as  possibly  Congress 
woidd  like  to  have  it,  or  as  we  would  like  to  have  it. 

Se  we  feel  that  if  the  liquor  could  be  concentrated  in  a  few  large 
warehouses  tli^  expenditure  could  be  saved,  which,  after  all  is  not  as 
effective  as  we  would  like  to  have  it  be.  .     i  .  r^^u 

Now,  we  have  had  one  other  experience  and  that  is  this:  Ihe 
whisky  that  is  in  these  warehouses  is  almost  entirely  owned  by,  not  * 
the  distillers,  but  by  people  who  hold  warehouse  receipts  or  certifi- 
cates!  The  distillers  are  in  the  main  notifying  the  owners  of  the 
whisky  that  they  will  have  to  get  the  ^his^  out,  or  if  they  do  not 
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take  it  out  of  the  warehouses,  that  thev  will  have  to  pay  a  greatly 
increased  storage  charge,  even  up  as  high  as  $1  per  barrel  per  month. 
It  used  to  be  5  or.  10  cents  a  barrel  per  month.  Now,  they  hare 
raised  it  to — or  indicated  that  they  are  going  to  raise  it  to — ^$1  per 
bm'el  per  month.  Well,  that  is  almost  confiscatory.  The  bureau 
does  not  feel  that  it  can  permit  this  liquor  to  be  drawn  out  and  placed 
in  free  warehouses,  because  when  that  is  done  we  lose  control  over 
it.  The  distiller  says  to  the  owners, "  You  have  got  to  get  out  or  bear 
this  increased  expense  by  wav  of  storage. "  The  distiUers  would  not 
insure  it — ^in  fact,  I  guess  they  can  not  insure  it  any  more.  The 
insurance  companies  do  not  care  to  assume  the  risk,  and  then  there 
is  always  this  significant  statement  made  at  the  bottom  of  the  letter 
that  is  sent  out  by  the  distillers,  that  "if  you  will  send  in  your  ware- 
house certificates,  we  will  pay  you" — or,  we  will  dispose  of  them  Jo 
the  best  advantage  possible." 

Now,  the  bureau  feels  that  if  the  whisky  could  be  concentrated, 
in  a  few  large  warehouses,  that  that  difficulty  would  be  eliminated, 
and  it  is  a  serious  difficulty.  I  do  not  know  how  it  can  be  overcome. 
I  guess  the  distillers  are  honest.  They  have  a  little  whisky  in  their 
warehouses.  They  claim  that  they  can  not  keep  it  there  at  5  or  10 
cents  a  barrel  a  month,  and  that  they  really,  would  make  nothing  at 
^1  a  barrel  a  month;  but  when  it  comes  to  the  owner  of  the  whisky, 
it  almost  confiscates  his  whisksr  if  it.  is  to  be  left  there  any  great 
length  of  time. 

Then,  we  have  had  this  experience:  You  take  300  or  400  ware- 
houses, we  have  to  deal  wiidb  300  or  400  different  individuals  in  per- 
mitting withdrawals  of  whisky  on  permits,  and  we  have  had  some 
difficulty  in  keeping  that  matter  regulated  and  ffomg  the  way  it 
^ought  to  go.  We  felt  that  if  it  was  put  in  a  few  large  warehouses 
the  Grovemment  could  have  a  person  or  two  established  at  these  ware- 
houses whose  particular  duty  it  would  be  to  see  that  none  of  it  gets 
out  unless  it  gets  out  upon  the  proper  kind  of  permits.  We  have 
had  some  trouble  during  the  past  vear  with  thefts,  not  in  great 
quantities,  but  yet  great  enough  to  be  of  interest  to  the  department 
and  also  to  Congre^— whisky  stolen  from  these  warehouses.  They 
are  located  all  over  the  country.  I  think  they  an;  in' 173  different 
cities,  and  they  are  not  in  cities  mainly;  they  are  where  the  old  dis- 
tillenes  used  to  stand,  some  of  them  in  out-of-the-way  places. 

Now,  we  have  added— and  then  I  will  be  through,  unless  there  are 
questions— to  the  bill  originally  introduced  by  Congressman  Green 
a  few  other  items  that  we  thought  possibly  Cfongross  would  like  to 
consider.  One  of  them  is  that  we  provide  for  the  removal  of  all  the 
Jiens  that  are  on  these  distillery  premises,  where  the  distillery  has 
ceased  operation  and  there  are  no  charges  against  it  bv  the  Govern- 
ment of  anv  kmd.  We  have  provided  in  the  bill  that  the  law  shaU 
automaticaUy  take  away  those  liens— remove  the  liens  At  the 
present  time  distilleries  have  ceased  operations,  po>sibly  years  ago; 
yet  there  is  no  provision  for  the  removal  of  the  liens,  and  the  man 
who  takes  the  property  takes  it  subject  to  that  cloud  on  the  title. 
,  ^^""o^n  P^"^' n'^'^  another  new  feature,  namely,  the  differential 
tax  ol  .S4  20  a  gallon,  where  the  liciuor  is  withdrawn  from  the  ware- 
house and  the  nonbeverage  rate  of  $2.20  paid,  and  afterwards  the 
liquor  is  diverted  by  some  permittee.  We  then  provide  m  the  bill 
thaj-  the  differential  tax  betweea  the  beverage  and  the  nonbeverage 
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rate,  namely,  $4.20  per  gallon,  be  paid  by  the  one  who  was  resi)oiisil)lo 
for  the  diverting  of  the  liquor  from  a  nonbeverage  use  to  a  lieveiage 
use.  That  is  a  feature  that  we  thought  Congress  would  like^  to 
consider.  It  is  a  matter  back  of  which  the  bureau  would  staad,  I 
think,  and  also  the  lien  proposition. 

Mr.  Gaknbb.  What  do  you  mean  by  the  lien  proposition  ? 

Ih:  KkaMEB.  Why,  Congressman,  the  law  provides  that  there 
shall  be  a  lien  agamst  the  real  estate  and  all  the  property  of  tlie 
distiller  for  all  the  taxes  that  may  be  due  upon  the  liquor  that  is 
made  or  manufactured,  and  for  any  other  charges  that  the  Govern- 
ment may  have  against  the  property. 

Mr.  Gabnbb.  If  you  have  no  change  of  any  character  against  the 
property,  is  not  there  some  method  by  which  you  can  register  that 
fact  that  the  world  may  know  it  ? 

Mr.  Kramer,  There  is  no  provision  now. 

Mr.  Garner.  And  vour  bill  seeks  to  provide  a  means  by  wluch 
you  can  notify  the  world  tliat  a-ou  have  no  liens  agamst  this  i>roperty  J 

Mr.  Kramer.  That  is  it.  the  collector  of  Internal  Revenue  could 
do  that,  if  he  found  there  were  no  taxes. 

Mr.  Garner.  Could  not  he  do  that  now  ? 

Mr.  Kramer.  It  is  not  thought  so,  Congressman,  by  those  who  liave 
been  m  the  bureau  for  a  long  time  That  is,  he  can  not  do  it  in  a 
way  that  satisfies  purchaseis.  The  law  make&  no  provision  for  it, 
and  hence  it  does  not  satisfy  the  purchasere.  ^   „       ,  j 

Mr.  Green.  Is  not  that  the  real  root  of  the  trouble  ?  He  could 
do  it,  but  there  is  no  provision  in  the  law.  These  men  who  examme 
titles  for  the  purchaser  refuse  to  accept  his  certificate. 

Mr.  Kramer.  That  is  the  teouble. 

Mr.  TiLsoN.  In  regard  to  your  last  proposition,  how  you  are  gomg 
to  ascertain  when  whisky  drawn  out  under  a  permit  for  nonbeverage 
purposes  crosses  over  the  line  and  becomes  usable  for  beverage  pui^ 

poses?  ,       ,  ^ 

Mr.  Kramer.  There  would  be  a  number  of  ways.  One  way, 
Congressman,  would  be  this:  The  Uquor  is  transferred  altogether 
on  permits,  and  on  records.  If  my  record,  52-a,  for  instance,  showwl 
that  I  had  purchased  a  hundred  barreb  of  whisky,  and  my  record, 
52-b,  does  not  show  that  the  liquor  went  into  nght  channels,  or 
there  was  no  record  kept  of  it  at  aU,  the  presumption  would  be,  of 
course,  that  it  did  not  go  for  nonbevwage  purposes,  but  went  for 

beverage  purposes.  ,   . «  « 

Mr.  TiLsoN.  But  how  would  you  know  that?  Suppose  it  were 
sold  to  a  man  for  nonbeverage  purposes,  because,  as  a  matter  of  fact, 
it  could  be  sold  for  beverage  purposes,  how  would  you  know  itl 

Mr.  Kramer.  We  might  not  always  know  it.  That  is  correct. 
But  we  have  lots  of  cases  where  we  do  absolutely  know.  I  will  give 
you  one  illustration,  if  it  does,  not  take  too  long.  A  man  handled 
quite  a  large  quantity  of  liquor.  He  got  it  out  of  the  distillery  on 
permits,  but  when  we  came  to  look  up  the  person  to  whom  he  said 
he  sold  it,  none  of  those  persons  were  in  existence.  They  did  not 
live  there.  They  liad  no  place  of  address.  There  was  no  such  a 
man.    No  such  "an  address.    Well,  of  course,  we  knew  that  that 

liquor  had  gone    that  is,  we  really  knew  that  it  \^nt  

^r.  Garner  (interposing).  Right  there,  Mr.  Kramer  bifl 
of  Mr.  Green's,  as  I  recall  it— I  do  not  remember  particularly  about 
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it— provides  that  the  expense  of  transferring  these  liquors  from  the 
various  distilleries  to  centralized  warehoilses — or  rather  from  ware- 
houses to  centralized  warehouses — ^be  paid  hj  the  liquor  people. 
Mr.  Kka.mek.  It  is  first,  Congressman,  paid  by  the  Government, 

and  then  there  is  a  sufficient  storage  charge  made  on  the  liquor  after 
it  is  put  in  these  warehouses  to  take  care  of  all  the  expenses  incident 
to  keeping  it  there  and  to  removiug  it  thicre — thai  is,  to  reimburse 
the  Government  for  the  expenses  incident  to  that. 

Mr.  Garner.  Well,  now,  that  is  the  question  that  came  up  before 
whe'n  we  were  considering  this  measure.  So  far  as  I  recall  at  the 
present  time  there  has  never  been  a  policy  by  this  Government  to 
perform  a  jvviblic  duty  to  all  the  citizens,  and  that  is  what  I  term 
this  proposal  to  transfer  this  liquor.  It  is  a  duty  that  we  owe  to 
the  country  and  you  are  going  to  charge  the  expense  of  it  to  a  certain 
class  of  people. 

I  agree  with  you  that  those  liquors  ought  to  be  concentrated  but 
there  may  be  a  number  of  those  gentlemen  that  do  not  care  to  pay 
the  expenses  of  transferring  their  goods  to  centralized  wareh(_)uses. 
Thcioforo  I  think  the  public  shoukl  pay  it.  Now,  when  it  gets  to 
the  warehouses,  I  ap'vo  w  ith  you  that  they  should  continue  to  pay 
the  expenses  of  takinp;  care  of  their  property,  but  v/hen  you  force 
t^hem  to  move  their  })r()perty  from  one  point  to  another,  when  it  is 
no  benefit  to  tliem.  but  in  the  interest  of  the  general  pubUc,  it  seems 
t^>  me  the  geniual  ])ui)lic  ought  to  pay  for  it. 

I  r(Mnenihor  tliat  a  number  of  them,  representing  the  warehouse 
pe*>ple,  came  themselves  ])efore  the  committee — and  I  do  not  talk 
to  individuals — and  said  they  wer*^  willing  to  pay  this  expense,  but 
it  did  seem  to  me  that  it  is  an  unprecedented  thing  to  do  a  public 
function  and  charge  the  expense  of  it  to  a  certain  class  of  people. 
^  Mr.  Kramf R.  Well,  that  would  be  a  matter  for  Congress  to  con- 
sider. We  felt  this:  It  is  really  helping  out  the  distiller;  he  is  not 
much  interested:  he  does  not  own  much  of  the  Avhisky.  It  is  the 
warehouse-certificate  own(^rs  that  are  more  interested.  We  felt 
tliat  it  Avould  even  be  conferring  a  favor  upon  them  if  it  could  be 
center(Ml  in  a  few  warehouses.  Supposing  we  had  to  charge  them 
25  cents  a  barrel  a  month;  that  is  just  an  estimate  that  some  of  our 
bureau  oliicuals  have  made.  If  it  is  left  where  it  is  they  are  com- 
pelled to  pay  $1  a  barrel  per  month.  So  we  felt  after  all  that  it 
would  be  an  equitable  arrangement;  it  would  not  cost  the  Govern- 
nient  anythmg,  and  yet  really  would  be  a  great  favor  to  the  owners 
of  the  whisky. 

Mr.  Bacharach.  What  do  you  estimate  it  would  cost  to  purchase 

the  warehouses  ? 

Mr  Kramkr.  We  provide  in  the  bill,  Congressman  Bacharaeh, 
for  this:  To  either  purchase,  lease,  or  rent.  Now,  of  course,  the 
Oovernment  might  not  see  fit  to  purchase.  We  have  not  really 
made  any  estmiate.  It  is  estunated  that  in  KentucW  there  are  four 
warehouses  large  enough  to  house  all  the  whisky  in -Kentucky  and 
the  bulk  of  the  whisky  is  in  Kentuck>\ 

Mr.  Garner.  Let  me  ask  you  in  that  connection,  why  can  not 
If  ^^skys  be  transferred  to  that  warehouse  now? 
Mr.  Kramer.  The  law  wUl  not  permit  it.    That  is,  we  can  not 
compel  It,  at  least. 
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Mr.  Garn'^r.  I  understand  you  can  not.  That  is  just  what  I 
am  coming  to.  Under  the  present  statute,  \on  eouhi  permit  those 
men  who  wanted  their  liquors  taken  care  of,  with  that  degree  of 
safety  that  you  speak  of  and  at  less  expense  than  now,  to  transfer 
them  from  this  warehouse  to  those  big  warehouses  of  which  you 
speak.    Now,  why  don't  you  do  that? 

Mr.  Kramer.  We  can  go  this  far,  (Congressman:  We  can  permit, 
under  the  lav/,  the  liquor  to  be  transferred  ivom  a  distillery  bonded 
warehouse  to  a  general  bonded  warehouse:  or  we  can  ponnit  it  to 
be  moyed  once  from  a  general  bonded  warehouse  to  another  general 
bonded  warehouse. 

Mr.  Garxfr.  That  brings  up  the  whole  qu*v<tion.  This  liquor  is 
largely  situated,  if  I  understand  it,  in  Kentucky. 

Mr.  Kramer.  About  half  of  it. 

Mr.  Garner.  And  you  have  four  large  general  bonded  warehouses  ? 

Mr.  Kramer.  Yes. 

Mr.  Garner.  It  seems  to  me  that  if  these  gentlemen  are  anxious 
to  haye  their  whisky  transferred  from  where  it  is  now  located  to 
these  general  warehouses,  and  it  is  to  tlieir  interest  to  do  it,  that 
you  would  haye  had  these  apphcations  and  you  would  have  these 
warehouses  full  of  liquor  now, 

Mr.  Kramer.  We  would  permit  the  distiller;  but,  Cong^i-essman, 
we  have  to  keep  in  mind  that  it  is  not  the  distiller  really  that  is  so 
vitally  interested  in  this.  • 

Mr.  Garner.  Let  me  ask  you  this  question,  then:  Here  is  a 
man  that  holds  a  certificate,  a  warehouse  certificate,  I  believe  you 
^all  it,  and  that  represents  so  much  whisky.  Now,  can  he,  under 
the  law,  apply  to  you  and  get  a  permit  to  transfer  it  from  that  ware- 
house over  to  the  general  warehouse? 

Mr.  Kj^amdh.  I  want  somebody  here  who  is  more  faxniliar  to 
answer  for  me. 

Dr.  Emery.  The  distiller  must  transfer  the  whisky,  giving  a 
transportation  and  warehousing  bond  for  the  deposit  of  it  in  the 
general  bonded  warehouses,  but  these  large  warehouses  which  the 
•conmiissioner  speaks  of  are  the  distillery  warehouses  and  not  gen- 
ial bonded  warehouses.  Wwe  we  to  attempt  to  put  the  liquor  of 
one  distiller  in  the  warehouse  of  another  it  would  disohaige  all  the 
existing  bonds. 

Mr.  Garneb.  It  is  impracticable  then,  if  I  understand  it  J 

Dr.  Emebt.  It  is  impracticable,  l^ally. 

Mr.  LoNGWORTH-  Does  yoiu*  department  under  the  recent  deci- 
sion of  the  Supreme  Coiuii  apply  to  bonded  warehouses  ? 

Mr.  BjEtAMER.  Now,  Congressman  Longworth,  we  have  not  decided 
that  yet.  We  have  that  under  consideration.  It  is  oiu*  opinion 
that  it  does  not  apply,  but  that  is  just  an  opinion.  We  are  working 
out  rules  and  regulations  to  fit  in  with  the  opinion  of  the  Suprejooe 
Court,  but  

Mr.  LoNGWORTH  (interposing).  What  would  be  the  technical 
difference  in  a  case  €i  a  man  mio  had  lawfully  acquired  goods  Ijefore 
the  Volstead  law  went  into  effect,  and  had  them  in  an  ordinary 
warehouse  or  in  a  bonded  warehouse?  I  understand  that  the  deci- 
sion of  the  Supreme  Court  provides  that  he  may  remove  lawfully 
acquired  goods  from  an  ordinary  warehouse.  / 
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If  he  can  remove  them  frojii  ordinary  warehouses  what  is  the 
technical  reason  which  vou  are  still  considermg  as  to  why  he  should 
not  be  able  to  remove  them  from  bonded  warehouses  ? 

Mr.  Kramer.  Well,  I  do  not  know,  Congressman,  that  1  am  just 
in  a  position  to  answer  that.  I  do  not  consider  it  the  idea  of  the 
bureau;  it  is  just  sijnply  mv  idea  that  those  lu|Uors  have  to  be 
stamped  or  had  to  he  stamped  on  the  17th  of  January,  with  a  per- 
sonal use  aspect.  Thev  had  to  ])e  so  situated  and  held  as  to  indicate 
that  wlien  the  nationaf  prohibition  act  became  efl'ective  they  could  be 
held  to  be  considered  for  a  beverage  use  in  the  home. 

That  was  the  situation  in  the  New  York  case.  The  only  thmg  m 
that  case  was  he  did  not  have  the  liquors  stored  m  his  home.  We 
have  been  holding  that  the  liquors  on  the  17th  of  January  had  to 
be  in  the  home.  ^Now,  tlie  Supreme  Court  it  seems  to  me—this  is 
not  the  opinion  of  the  bureau— went  far  enough  to  hokl  that  if  the 
liquors  were  stamped  with  a  personal  use  aspect,  then  they  could  be 
taken  to  the  home  for  personal  use,  but  to  my  way  of  looking:  at  it, 
if  a  man  holds  a  warehouse  certificate  and  the  liquors  are  in  a  bonded 
warehouse,  the  tax  not  paid,  then  no  one  could  cdnclude  that  they 
really  had  that  personal  use  phase  or  aspect  on  the  17  th  of  January- 
Now,  that  is  just  my  personal  opinion. 

Mr.  LoNGWORTH.  Is  there  any  question  as  to  the  complete  title 
of  the  owner  of  the  certificate  to  the  goods  ^ 

.  Mr.  Kramer.  Not  at  ah.  He  has  title,  but  the  f  overnment  does 
not  look  to  him  for  the  tax.  The  V  overnment  looks  to  the  distiller. 
The  distiller  has  given  bond  for  the  payment  of  tlie  tax.  So  that,  so 
far  as  the  actual  title  to  the  goods  is  concerned,  the  C  overnment 
is  not  concerned  with  that. 

Mr,  LoNOwoBTH  Just  as  much  as  though  tJbey  were  in  an  ordinaxy 
warehouse  ? 

Mr.  Kbameb.  These  so-caUed  warehouse  receipts  form  no  part 
of  the  internal-revenue  system.  The  law  does  not  contemplate 
ownco^hip  of  distilled  spirits  in  bond  by  anyone  but  the  distiller. 
The  warehouse  and  the  spirits  in  bond  are  by  law  in  the  joint  cus- 
tody and  control  of  the  distiller  and  the  collector  of  internal  revenue^ 
and  the  title  of  record  for  taxing  purposes  remains  in  the  distiller. 

Mr.  Gabneb.  Mr.  Kramer,  about  how  much  lawfully  acquired 
liquors  are  now  in  the  hands  of  warehouse  peopled 

Mr.  Kkambb.  Something  like  about  42  or  43  million  gallons. 

Mr.  Garner.  How  long  do  you  estimate  that  amount  of  liquor 
will  be  needed  to  meet  &e  lawful  uses  provided  under  the  law  ia 
this  country? 

Mr.  Krameb,  I  am  glad  you  said  ''lawful^"  Congressman,  because 
if  we  could  keep  this  liquor  strictly  in  legitmiate  channels^  it  would 
last  a  long  time. 

Mr.  Hawusy.  How  long?  [Laughter.] 

Mr.  Krambb.  Some  of  our  bureau,  members  of  it,  who  have 
looked  into  it  carefully,  think  that  it  would  last  15  or  20  years. 

Mr.  Gabneb.  In  that  connection,  I  have  seen  some  criticism  of 
your'department,  and  about  the  laws  passed  by  Congress  to  prevent 
this  liquor  from  getting  into  illegal  channels.  Is  there  anjr  remedy 
you  can  think  of  which  would  Se  as  effective  in  keeping  it  out  of 
ulcgal  channels  as  by  the  Government  owning  the  entire  liquor 
supply  ? 
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Mr.  Kbambb.  No,  if  the  Government  owned  it,  why,  that  would 
be — - 

Mr.  Gabneb  (interposing).  Do  you  know  of  any  other  method  by 
which  Congress  can  pass  laws,  or  your  department  can  execute  them, 
that  wiU  tend  to  restrict  it  so  mubh  as  Government  ownership  ? 

Mr.  Kbameb.  This  bill.  Congressman,  I  beUeve,  pretty  nearly 
does  as  much.  If  we  had  this  liquor  all  in  a  few  big,  well-built, 
protected  warehouses,  then  

The  Chairman  (interposing).  Pardon  me,  but  don't  j^ou  believe 
that  the  chea]>est  way  out  of  tliis  thuig  for  the  taxpayer  would  be  to 
permit  this  liquor  to  be  sold  and  let  the  topers  have  one  good  drunk 
all  around  and  then  quit  ?  [Laughter.] 

Mr.  Kramer.  Well,  that  has  been  broarhed  to  us  a  number  of  times. 
Christmas  is  commg  on  and  we  have  had  that  suggestion  made  to 
us,  but  we  can  not  q^uite  see  oiu'  way  clear  to  do  that. 

Mr.  Green.  This  is  a  matter  in  which  this  committee  is  very  much 
interested.    Some  gentlemen  thmk  it  is  not  the  provbice  of  this  com-" 
mittee  to  attend  to  the  enforcement  of  the  prohibition  ft^atures  of  the 
law  recently  enacted,  but  would  this  bill  effect  any  savmg  to  the 
Government  or  brijig  a]iy  more  revenue? 

Mr.  Kramer.  It  would  not  bruig  in  any  more  revenue.  Congress- 
man, unless  that  feature  is  put  hi  for  the  dilTerential  tax.  That 
might  bring  in  more  revenue.  It  would  be  a  savhiji  hi  that  this 
$1,000,000  that  is  expended  for  warehouse  guards  could  be  greatly 
reduced  and  that  the  liquor  would  be  saved  for  medichial  use,  . but  I 
do  not  know  that  there  would  be  any  additional  revenue  brought  m, 
because  the  distiller  is  lia])le  for  the  tax  at  any  rate.  We  have  his 
bonds.  That  must  be  paid,  whether  it  goes  out,  whether  it  id  stolen, 
or  what  becomes  of  it,  the  distiller  pays  that  tax. 

Mr.  Green.  But  who  should  pay  the  cost  of  removal? 

Mr.  Kramer.  We  provide  that'  the  men  who  OAvn  the  distilleries 
are  to  pav  for  the  cost  of  the  removal.  In  the  first  instance  the  Go  - 
ernment/and  then  in  the  second  instance,  enough  storage  is  charged 
to  take  care  of  the  necessarv  expense. 

Mr.  Green.  That  is  the  provision  in  the  bill:  yes,  sir.  But  I  was 
wondering  whether  tlie  Government  could  be  certain  of  being  able  to 
get  those  charges  back. 

Mr.  Kramer.  We  feel  so;  yes.    We  could  make  the  storage 

such — —  -111 
Mr.  LoNGWORTH  (interposing).  Is  there  much  liquor  m  bonded 

warehouses  now  that  has  no  known  owner  ^ 

Mr.  Kramer.  Thev  sav  there  is  f|uite  a  little.    We  have  no  means 

of  knowing  that,  but  thev  say  that  the  certificates,  some  of  them,  are 

lost  and  that  the  distillers  are  absolutely  unable  to  hnd  any  trace  of 

the  owners  of  the  whisky  in  the  warehouse. 
Mr.  Long  WORTH.  What  becomes  of  that^    What  disposition  can 

be  made  of  it? 

Mr.  Kramer.  This  bill  provides  that  whenever  the  storage  charges 
become  high  enough  that  there  is  danger  of  the  Government  losing 
out,  then  it  shall  sell  the  liquor  and  apply  it  to  the  charge®  that  are 
against  it.    That  is  in  the  bill,  that  is  prepared. 

Mr.  LoNGWORTH.  Who  is  responsible  for  the  safety  of  that  li([Uor 
which. has  no  known  owner? .  Is  the  distiller  responsible  for  itl  Is 
he  r^ponsible  for  the  safety  i 
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Mr.  Kbameb.  I  think  so.  I  think  that  he  is,  at  least  so  far  as  the 
tax  is  concerned.  He  has  issued  warehouse  cwtificates  on  it,  and  i 
suppose  that  the  distiller  would  be  responsible  for  the  whisl:s . 

Mr.  Bachabach.  li  I  recaU,  at  the  hearings  ^ve  hud  some timo  ago 
in  this  matter,  the  statement  was  made  then  that  they  had  o9  000,OOU 
gallons  of  whisky  on  hand,  and  now,  as  I  understand  it,  it  is  down  to 
40,000,000. 

Mr.  Kbameb.  Yes,  sir.       ,  ^ 
Mr.  Bachabach.  A  little  less  than  a  year  ago  ? 
Mr.  Kbameb.  Yes,  sir.  .  ,    ,        ^,  u 

Mr.  Bachabach.  If  it  gets  out  at  that  rate,  it  looks  as  though  it 

would  last  only  two  years  more.  .«      j  " 

Mr.  Kbameb.  You  are  practically  correct,  Congressman;  if  we  do 
not  get  it  directed  a  little  better  into  legitunate  channels,  your  con- 

clusioii  is  correct* 
Mr.  GBEiJN.  The  fact  is  that  is  is  being  withdrawn  at  a  constantly 

increasing  rate.    Is  not  Ijiat  true  ? 

Mr.  Kbamfr.  It  has  not  increased.  It  is  commencing  to  decrease 
now,  owing  to  certain  stricter  measures  that  we  hare  adopted,  but 
it  was  for'^a  while  gradually  increasing;  I  think,  up  until  July  or 
about  them,  it  was  increasing  each  month. 

Mr.  Green.  It  seems  to  me,  as  one  intwested  in  enforcement  ot  the 
prohibitory  law,  that  a  much  more  strict  attitude  ought  to  be  adopted 
with  reference  to  withdrawals  in  order  to  see  that  the  liquor  wim- 
drawn  is  only  used  for  proper  purposes.  But  as  that  belongs  to  the 
enforcement  part  of  the  law  it  would  come  more  particularly  under 
the  jurisdiotion  of  some  other  committee  than  this  committee.  1  am 
speaking  now  for  myself  personally  and  I  would  like  to  see  SOiOM 
statute  along  that  line  enacted,  but  it  seems  to  me  Wtat  this  bill 
would  not  help  that  situation  at  all. 

Mr.  Kramer.  It  would  help  it,  Congressman,  a  great  deal,  we  feel, 
because  we  could  almost  eliminate  the  forged-peiinit  proposition. 
That  is  where  we  have  our  trouble,  because  if  we  had  but  a  few  wwe- 
houses  we  could  arrange  it  so  that  it  coxild  not  be  gotten  out  on 
forged  permits  like  it  is  now.  i.  j 

I  tliink  it  would  tend  to  remedy  our  difficulty  a  gi*eat  deal  if  we  had 
these  centralized  warehouses. 

I  might  say,  gentlemen,  if  you  are  thiough  with  me,  Mr.  Wheeler  v.^ 

and^—  -xu 
Mr.  Garner  (interposing).  I  want  to  ask  you  one  question  witn 
reference  to  the  policy.  You  know,  this  matter  will  probably  be 
discussed.  I  have  heard  that  it  would  be,  probably,  in  Congress,  and 
I  would  like  to  have  the  information  from  you,  because  I  tliink  you 
have  it  better  probably  than  anyone  else. 

Has  the  peak  of  illicit  distilling  been  reached,  anil,  if  not,  when,  in 
your  estimation,  will  it  be  reached  ? 

Mr.  Kramer.  It  is  not  getting  anv  worse.  It  has  not  for  a  num- 
bei'  of  months  past,  from  the  reports  that  we  are  getting  from  our 
diti'erent  supervising  agents.  In  some  places  they  are  making  prog- 
ress in  the  other  direction;  in  some  places  they  I'cport  to  us — tliis 
is  mostly  limited  to  the  South,  although  there  is  some  in  the  North — 
that  they  are  holding  their  own.  have  been  holding  their  own  for 
SQibte  time,  but  that  is  a  big  problem  yet. 

A 
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Mr.  Gaenee.  It  is  a  very  important  thing,  to  my  mind,  when 
this  so-called  Volstead  Act  or  the  laws  under  the  national  prohibi- 
tion act  will  begin  to  function,  when  the  people  can  determine  what 
effect  it  is  having  on  the  entire  country  in  restraining  the  use  of 
liquor. 

Mr.  Kramer.  It  ought  to,  pretty  soon. 

Mr.  Garner.  Xoljody  can  say  it  so  well — at  least,  ought  to  be  in 
position  to  give  that  estimate,  that  information—  as  your  bureau. 

Mr.  Kramer.  I  would  sav  this:  That  it  will  function  the  best 
with  the  most  effect  whenever  we  get  to  the  point  that  we  have 
the  corporation,  as  is  provided  for  in  the  amendment  itself,  of  the 
State  officials  and  the  local  olhcials. 

Mr.  Garner.  I  agree  with  you,  Mr.  Kramer,  absolutely,  and  I 
want  to  say  to  you.  that,  from  my  own  observation,  although  it  is 
very  limited,  you  will  never  be  able  to  enforce  this  law  as  a  national 
proposition  until  that  cooperation  is  had.  Whether  you  can  ever 
get  that  cooperation  is  very  doubtful,  in  my  mind,  because  some 
counties,  some  municipalities,  some  divisions  are  so  constituted 
that  they  do  not  believe  in  this  law,  and  it  is  impossible  to  get  coop- 
eration in  that  for  any  length  of  time,  hecause  if  the  officers  cooperate 
with  you,  as  you  contemplate,  they  will  get  a  new  set  at  the  next 
election,  which  will  have  for  their  issue  the  proposition  that  they 
won't  cooperate.    Now,  how  are  you  going  to  remedy  that? 

Mr.  Kramer.  There  is  this  that' must  he  considered  there.  There 
are  a  great  many  places  where  we  are  getting  it  now.  As  we  get 
it  in  one  place,  we  can  direct  our  energy  to  another.  Now,  just  as 
an  illustration.    I  live  in  Ohio. 

We,  up  until  this  time,  had  no  enforcement  code  in  Ohio.  They 
could  not  help  us  out,  even  though  they  wanted  to  help  us  out.  In 
the  last  election,  under  the  referenduni,  the  people  there  adopted  a 
code  very  nearly  parallel  with  the  national  prohibition  act  in  its 
general  terms  and  scope.  Now  we  can  get  help  from  them  and  we 
are  getting  help.  As  we  get  help  from  Ohio,  for  instance,  we  can 
direct  our  attention— we  can't  take  it  off  yet  entirely,  but  we  can 
take  it  off  by  degrees  and  direct  our  attention  to  those  places  where 

we  can  not  get  help.  , 

Mr.  Garnbe.  Now  you  hare  a  good  statute  m  Texas  for  coopera- 
tion with  your  national  act. 

Mr.  Kramer.  Yes;  I  understand  we  have. 

Mr.  Garner.  But  suppose  that  there  is  a  district  judge— I  believe 
you  call  it  a  circuit  judge  in  your  territory— who  takes  the  viewpomt 
that  it  is  not  the  duty  of  the  local  officials  to  enforce  this  national 
act,  and  he  so  instructs  the  grand  jury  that  it  is  not  their  province 
to  look  into  this  matter  and  it  is  not  the  duty  of  the  sheriff  or  the 
constabulary  to  arrest  in  matters  of  this  kind.  Then  the  enforce- 
ment of  this  law  devolves  entirely  on  the  agents  of  your  department 
and  you  are  going  to  have — well,  no  imagination  can  conceive  of  the 
amount  of  money  that  you  would  have  to  have  to  enforce  the  law  in 
that  pal  icular  territory. 

In  the  first  place,  the  offidals  do  not  take  cognizaace  of  your  eftortb 
and  give  you  no  assistance.  In  the  second  place,  most  probably 
the  people  themselves  are  not  in  sympathy  with  your  efforts,  and  the 
result  is  that  it  is  abnost  impos^ble  for  you  to  accomplish  anything 
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in  territories  like  that.   Now,  how  is  that  to  ever  be  remedied  under 
OTT^tem  of  Kovemment  and  under  the  \  olstead  Act  ? 
""I^Siol  It  Will  have  to  be  a  growth,    There  is  no  question 
aW  that    It  can  not  be  done  m  a  day  or  in  a  week,    it  ^^  ill  have 
a  radual  growth,  a  growth  of  sentiment,  and  as  soon  as  the 

^^'^^^Ti^KTl^T^^^^  ought  to  make 

nn^e  SXto  entree  it  in  those  localities  where  the  people  hem- 
SvSa^n^t  hi  favor  of  the  enforcement  of  the  federal  law?  Do 
™1£lt  is  ^amst  the  principles  of  free  government  for  you 
Sd  oSd«s,  in  and  attempt  to  enf^ce  this  law  upon  the 

nponle  where  thev  do  not  believe  m  such  a  law « 

^  W^^R  Well,  I  do  not  look  at  it  that  way,  Congressman.  We 
aUUve^e  Unit^  States  and  we  have  the. general  amendment  and 
Se  ewiSal  statute.    I  would  not  look  at  it  in  that  light. 

IJ^Sscm  Suppose  there  is  a  State,  we  will  say,  where  he  people 
arf^^rv  l^Sy  of  a  ^         opinion,  do  not  believe  that  a  sump- 
♦  SwTtLt  sort  should  Lve  been  passed   and  who  do  not 

Se Tshould  be  enforced;  they  have  no  officials  charged  with  the 
S^m^t  of  that  law.  Now,  do  you  think  tha  Federal  officials 
feSmX^tside  should  come  in  and  make  a  special  strenuous  effort 
in  that  district  to  enforce  that  law?  Is  that  your  idea  ?  • 
^Kbameb.  That  is  my  idea.  That  is  the  P^-ovision  of  he 
nationS^hibition  act  that  was  adopted  by  Congress  and  u  e  ha^  e 
b^lSV?^  ourselves  along  that  line-not  as  -uch  as  we  would 
like  tS;  beciS  of  course  we  do  not  have  force  to  do 
Mr.  Hawmiy.  There  is  no  rrferondum  provided  in  the  law. 

Jfr*  S^'l^'t  you  think  that  is  something  of  a  force  biU? 

Mr!  Kbaiosb.  Well,  I  would  not  want  to  say  that. 

5fo  G^S.  Can  you  give  the  committee  any  estimate  of  he 
ain^t  if  oSal  or  illicit  liauor  that  is  being  distiUcnl  now  per  month  ( 

No,  I  couli  not.  Congressman.  W  e  have  no  records 
on^afStT  Thit  would  be  a  proposition  that  I  could  not  even 

»?c^^soN.  I  would  Uke  to  ask  one  question.  You  under- 
8t^*  S^^uri  they  have  recentlv  by  vote,  ratihed  a  pnjhibi- 
S  amendment  by  which  State  of  Missouri  cooperates  with  the 
Federal  Government? 

m  ^^N^  Let  me  a«k  this:  I  understand  that  druggists,  a 
ni^^S^u^te  m  the  country,  own  liquor  in  bond,  numbers  of 
b^rdT  and  dr^gists  that  have  permits  for  nonbeverage  purposes  to 
SSio^  mwf  suppose  a  druggist  ha«,  say,  50  barre  s  of  liquor  in 
^Oo  they  issue  1.  perm**  ^     dehvered  to  the 

druggist  at  one  tame? 

]^^^N.  Then  to  the  extent  that  the  amount  of  liquor  that 
he  h^^  W  not  deUvered  to  him,  the  present  charges  would 
eat  UD  the  value  of  that  liquor,  wouldn't  they?        . ,     , ,  ,4. 

Afo^K^B.  It  does  tolome  extent;  y;es;  to  a  considerable  extent, 
ConCT^sman,  if  we  let  it  run,  because  it  is  a  dollar  a  barrel  a  month 
X^SSr2>N.  Of  coiirai,  the  decrease  m  quantity  may  offset 

that.  \ 
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Mr.  Krambb.  Yes.  If  the  committee  would  care  for  any  further 
information,  we  have  a  couple  of  others  from  the  department  and 
Mr.  Wheeler  is  pretty  familiar  with  it.  If  you  are  through  with  me 
1  will  be  glad  to  have  you  hear  him. 

Mr.  Hawlbt.  Let  us  hear  Mr.  Wheeler,  as  he  suggests. 

Mr.  Krambb.  We  would  like  to  have  permission  to  put  this  pro- 
posed bill  in  the  record. 

(The  proposed  bill  referred  to  is  as  follows:) 

A  BILL  FortheenlBHWlBfflitOfthe  national  prohibition  art  byestabllshingandiniantolmngGoveroinent 

warehouses,  and  for  other  purposes. 

Be  U  emeted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  Amerira , 
inCm^^sZZbled,  That  .^hen  used  in  thifl  act  the  tenn  "commissioner'  means  the 
<1ommiflBioner  of  Internal  Revenue.  ...j.«KUaii 

Thecommissioner,  with  the  approval  of  the  Secretaiy  of  the  Treasury,  sbaHob^hA 

by  purchase,  rental,  condemnation,  "l^,"^^^^*^!^'^^^^ 
known  as  oivemm^nt  warehoiffleu,  for  the  storage  of  distilled  spinte  at  such  places 
^d7f  sudTcapadtieB  as  he  may  deem  necessary.  He  may  add  to  the  number  of 
oivemS^^Souses,  or  may  discontinue  warehouses  P^«^]«^,y  ^^ftti 
Such  Governmont  warehouses  shall  be  in  the  custody  and  control  of  the  collector  of 
the  internal-revenue  district  wherein  the  warehouse  IB  located^  ,  . 

The  commiBBioner  may  require  the  removal  of  any  ^tilled  spirits  stored  m  any 
bonded  WM^use  to  such  Government  warehouBes.  The  Government  warehouses 
S  be  ^  for  the  receipt  of  spirits  on  which  the  tax  has  been  paid.  The  comm«- 
Soner  mTcaSe  spirits  t^  be  removed  from  one  Government  warehouae  to  another 
'Governrent  lSoC.  The  --oval  of  spiritefiom  a  bonded  warehot.^^ 
meat  warehouse  shaU  be 'effected  by  and  under  the  direction  of  the  oammuwoner. 
«md  the  expenBe  of  such  removal  shall  be  borne  by  the  Umted  States 

Before  ™al  of  distilled  spirits  from  a  bonded 
hoiiBe  each  mcksL^e  shall  be  resauged  by  a  Government  storekteper.   When,  in  tne 
J;S^Lrofth?JomJ^ioner,  it  shall  appir  that  spm^ 

from  a  nackaee  in  a  bonded  waiehotwe,  the  commissioner  shall  assess  the  tax  against 
{he  d^te  B^ch  sp^  BO  removed.'at  the  rate  of  S6,40  a  proot  Ffo^' . ,  ^'^^mi^ 
iSS^excess  of  the  amount  allowed  bv  statute  not  in  the  ^^^'l^^^J'^^^^f'^'^ 
iio^r ,  due  to  unlawful  removal  a  tax  on  the  excess  shall  be  assessed  at  the  rate  of  12.20 

^  uSin  lri?hdrawal  of  spiiitB  from  Government  warehouses  for  tax  payment  the  tax 
nhaiFbS  Sdedand  collebted  upon  the  actual  contents  of  packages  at  the  time  of  with- 
"^^Sco^^^^s^iSi^  by  gauge  and  the  tax  to  be  paid  m  accordance 

^?h:  cSs^ner  may,  pmBuant  to  the  pn,visions  of  -^on  ^  Revised  Stat«<^ 
as  amended,  allow  claims  for  the  recovery  of  any  tax  P«d  m  excess  of  S'  20  per  proof 
gallon  on  any  spirits  stored  in  Government  warehouses  establish^  under  this  act^ 
St  no  refS  of  S«  orany  spirits  shall  be  allowed  unless  such  spinte  are  contoin^ 
in  he  dSmer's  original  paJkafes  in  wMch  they  were  tax  ^d  and  o^^^^^^ 
brands,  and  stamps  remain  intact,  or  m  duly  stamped  Iwtt^  Sll^Sv  torcr^ 
worA  hoftled  in  bond  when  tax  paid.   Sudh  dauuB  may  be  allowed  omy  to  persons 

provingtide  to  the  spMte  cov A  «»T^y  ^  .^'"^^^  tle^7T^'^mli 
Anv  niraon  defrauding  or  attemptms;  to  defraud  the  T  nited  btate-  or  tne  rignuui 

oJL^oTSe  Ss  by  falsely  claiming  to  have  title,  or  any  person  remm^g  or 

aSpJU  to  femove  Uits  rS]!^^^ 
with  the  law  and  re^nilations  prescribed  m  pursuance  thereof,  or  amy  person  wno  snaii 
folate  or  firil  to  provisiok  of  this  act  or  regulations  issued  pursuant 

Se^to  sLubrpu^teby  a^ufe  in  d,.nMe  the  amount  of       claim  or  the  vahie 
of  the  snirits  ille-'allv  removed  or  atteniptel  to  be  removed,  and  a  penalty  ot  not 
^o^^SrU  or  in\prisonment  of  not  Inore  ^^--/^  y«S'  ^ij?^ 
payment  under  a  claim  to  any  person  oAer  than  J^^rSviS 
by  suit  by  the  person  properly  entitted  to  payment  agaiDBt  the  penwn  receiving 

^Commissioner  shall  cause,  to  be  e«t^bl-hed  at  eac>h  Govern^t 

suitable  equipment  for  the  bottling  of  spirits  on  ^viiich  the       ^"^Sis'^  the  ad* 

bottling  and  stamping,  if  any  ^^11  be  ^  accordant 'wtt^^ 

annroved  March  3  1897,  entitled  "An  act  to  allow  the  hotting  of  rti^tiiieci  spirits  »n 
bSSd,"  BO  K  appU«ble7«r  inBUch  other  maaner  aa  may  by  regulation  be  provi^. 
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The  oommis^ioner  may  authorize  the  bottling  of  spn*its  before  papnent  of  the  tax^ 
but  spirits  bottled  before  payment  of  the  tax  shall  remain  in  the  Government  ware- 
houaes  until  tax  has  been  paid.  The  commissioner  may  be  r^ulation  fix  the- 
size  of  containers.  The  commissioner  shall  make  such  chaises  for  storage  and  bottling 
and  such  other  charires  as  he  may  deem  necessary  and  suffir  ient  to  reimburse  the 
United  States  for  the  expense  incurred,  including  the  original  cost  of  procuring  and 
establishing  the  Government  warehouses  and  the  cost  of  removing  ana  transporting 
the  spirits  thereto.  Sudi  chafes  shall  be  a  Uen  against  the  spirits  md  shall  be  paid, 
togewer  with  the  tax  and  any  other  chaises  which  the  United  States  may  be  obligated 
to  collect,  before  removal.  If  at  any  time  the  charges  against  the  spirits  in  storage 
shall  approximate  the  value  thereof  a  demand  shall  be  made  upon  the  distiller  for 
payment  thereof.  In  case  payment  is  not  made  within  30  days  after  demand  therefor 
the  spirits  shall  be  sold  to  persons  qualified  to  purdiase  spirits  in  accordance  with 
the  provimons  of  existing  law.  If  the  amount  bid  is  not,  in  the  opinion  of  the  com- 
missioner or  his  agent,  sufficient,  the  spirits  shall  be  bid  in  for  the  Government  and 
resold  or  distributed  by  the  commissioner  to  any  department  of  the  Government  or 
agency  thereof  making  application  therefor  for  medicinal,  mechanical,  or  scientific 
uses.  The  commissioner  shall  station  sudi  employees,  including  deputy  collectors » 
storekeeper  gaugcrs,  watchmen,  derks,  and  labcHms  at  each  Government  warehouse 
as  he  may  deem  necessary. 

The  warehouses  established  under  this  act  may  be  used  for  the  storage  of  seized  or 
forfeited  liquor  and  such  other  property  lawfully  under  Government  control  as  may 
by  the  commissioner  be  deemed  expedient. 

Liens  on  distillery  premises  created  under  section  3251  of  the  Revised  Statutes  a& 
amended,  and  consents  under  section  3262  of  the  Revised  Statutes,  as  amended,  are 
hereby  discharged  and  canceled  where  distillery  operations  have  been  permanently 
discontinued  and  there  is  no  outstandiiig  liability  of  the  distiller  for  accrued  taxes 
and  penalties  and  no  litigation  is  pending:  Provided,  That  nothing  herein  contained 
Aall  affect  in  any  manner  forfeitures  heretofore  effected  or  forfeiture  proceedings  now- 
pending  under  such  sections.  Where  operations  are  peniianentl^  discontinued  at 
any  distillery  with  spirits  in  warehouse  and  there  are  no  outstanding  accrued  taxes 
or  penalties,  an  indemnity  bond  may  be  given  in  lieu  of  the  lieu  and  consents  under 
such  sections,  if  such  bond  is  given  in  a  sufficient  penal  sum  to  cover  the  value  of 
the  land  and  buildings  th^:eon  constituting  the  distillery  premises,  and  all  other 
property  covered  by  the  lien  except  the  spirits  in  warehouse  and  their  containers. 

There  is  hereby  imposed  on  all  distilled  spirits  withdrawn  and  tax  paid  at  $2.20 
per  proof  gallon  and  sold  or  used  for  beverage  purposes,  or  removed  from  any  place 
or  in  course  of  transportation  without  permit,  an  additional  tax  of  $4.20  per  proof 
|;aIIon,  to  be  assessed  against  and  cdlected  from  the  person  so  selling,  usingy  or  remov- 
ing the  spirits,  or  from  the  person  responsible  under  permit  for  the  lawful  use  thereof. 
*  The  commissioner,  with  the  approval  of  the  Sorretary  of  the  Treas^lr^^  is  hereby 
authorised  to  make  all  needful  rules  and  regulations  for  the  enforcement  of  the 
provisions  of  this  act. 

All  general  administrative  provisions  of  the  internal  revenue  laws,  including  section 
3229  of  the  Re\dsed  Statutes,  or  of  the  act  of  October  28,  1919,  ^titled  "An  act  to 
prohibit  intoxicating  beverages,  and  to  regulate  the  manufacture,  production,  use, 
and  sale  of  high-proof  spirits  for  other  than  beverage  purposes,  and  to  insure  an  ample 
supply  of  alcohol  and  promote  its  use  in  scientific  research  and  in  the  dfi.velopment 
oi  fuel,  dye,  and  other  lawful  industries,"  known  as  the  national  piohibUKa  act,  so 
far  as  ^>plicable,  are  hereby  ^ctended  to  and  made  a  part  of  this  act 

STATEMENT  OF  MB.  WAYHE  B.  WHEELEB,  GEVBBAL  COVHSEL 

AND  LEGISLATIVE  SVPEBIVTSNBBVT,  OF  ANTI-SALOOH 
LBAOVE. 

Mr.  Whebusb.  Qa  behalf  of  those  who  are  interested  in  the  meas* 
ure  solely  from  the  standpoint  of  the  enforcement  of  national  pro* 
hibition,  we  would  like  to  make  a  few  suggestions  with  r^erence  to 
ihisbiU. 

In  the  first  place,  1  think  you  will  find  the  temperance  forces  united 
in  favor  of  the  principle  of  concwtrating  these  liquors  at  a  few 
pointSt  so  that  better  control  can  be  given  their  withdrawals. 
The  difficulty  is  with  the  withdrawals. 

xhe  CffATBMAN.  What  interest  do  you  represent  1 
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Mr.  Wheelbb.  The  Anti -Saloon  League  of  America  and  other 
temperance  organizations.  I  am  their  general  coimsel  and  legisla^ 
tive  superintend^t. 

The  difficulty  that  we  face  now  to  a  large  extent  is  in  the  with* 
drawals  of  liquor,  presumably  for  nonbevera^e  use,  and  it  is  diverted 
to  beverage  iise,  or  gets  to  a  place  where  it  is  used  for  ^lat  purpose. 
At  one  tune  b^ore  prohibition  it  was  less  than  a  million  gallons  a 
month,  and  now  it  is  over  4,000,000  a  mionth,  withdrawal  for  a  sup* 
posed  legitimate  purpose,  and  then  diverted  to  the  otiier  puroose. 

The  present  situation  is  aggravated  by  just  what  mt.  Kramer 
said,  that  the  liquor  is  scattered  throu^  three  or  four  hundred 
bonded  warehouses  without  adequate  protection.  That  principle  is 
sound  to  concentrate  it  so  that  you  can  oetter  control  it. 

Now,  as  to  two  or  three  other  points  in  this  measure.  The  tem- 
perance people  are  not  particularly  interested  in  that  provision 
about  providing  the  machinery  for  bottling  it  in  bond:  Under 
national  prohibition  where  the  liquor  is  not  to  be  used  for  beverage 
purposes  any  more  there  is  no  more  use  for  that,  we  believe,  than  a 
fifth  wheel  is  to  a  wagon.  It  adds  expense  and  it  gives  no  additional 
protection,  and  it  seems  to  me  that  that  provision  could  well  be  left 
out.  It  is  supposed  to  be  a  guarantee  of  the  liquor.  All  that  it 
guarantees  is  that  it  is  the  liquor  that  is  manufactured  by  a  certaiik 
manufacturer. 

As  to  the  question  that  was  raised  as  to  whether  or  not  it  was  a 
revenue  measure,  you  can  easily  make  it  so  and  make  it  a  law-enforce* 
ment  measure  at  the  same  time  by  doing  what  you  did  in  section  35- 
of  the  Volstead  Act.  When  it  is  diverted  to  beverage  use,  put  on  a 
prohibitive  tax  of  $100  a  gallon,  and  you  will  do  something  worth 
while  for  enforcement.  You  provided  in  the  Volstead  Act  that  a 
man  who  made  liquor  in  violation  of  law,  that  the  sum  total  of  his 
tax  and  penalty  was  about  $3,500,  and  for  ea<^h  person  Avho  made 
a  sale  it  was  about  $2,500.  You  provide  nothing  for  the  man  who 
withdraws  it  for  a  legitimate  use  and  then  diverts  it  to  an  illegitimate 
use. 

Why  shouldn' t  he  be  treated  in  the  same  way  ?  You  will  accomplish 
two  purposes  at  the  same  time  by  doing  this.  The  regulations 
referred  to  here,  ought  to  be  sti'engthened,  even  as  proposed  in  this 
biU,  because  they  raise  the  question  now  whether  the  department  has 
certain  control  over  the  alcohol  that  is  withdrawn  for  nonbeverage* 
purposes  under  the  $2.20  a  gallon  tax  alcohol.  Suppose  that  it  was 
made  clear  that  the  department  had  the  right  to  put  on  the  regulation 
that  every  gallon  of  that  withdrawn  for  these  so-called  alcoholic 
preparations  and  proprietary  medicines,  must  be  made  unfit  for 
beverage  use',  before  they  go  from  the  plants,  then  you  get  it  out  of 
the  beverage  class  before  it  gets  out  to  the  public.  You  have  some- 
real  regulations  there  that  would  be  of  value. 

The  question  was  asked  here:  How^  are  you  going  to  enforce  this 
measure  in  the  places  where  the  people  do  not  want  it  enforced! 
You  remember  you  put  into  the  Volstead  Act  the  provision  that  yoir 
could  enforce  this  without  going  into  any  court  at  all.  Some 
$20,000,000  have  been  put  on  the  prohibitive  tax  list  under  that  one 
section  in  a  veiy  ^ort  time,  and  ii  they  will  use  th&lsecibion  dear  to 
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the  Umit  they  can  break  up  the  wealtiiieat  Uquor  dealer  there  is  ia 

^^'iSni^lg^^o  every  State  official,  to  every  prosecuting  attorney, 
to  eve?fcHf  solicitor  in  the  State,  the  power  to  go  nght  to  the  Fe^d- 
St^d  get  an  injunction  against  every  one  of  those  naen  who 
Sre  SatiS  le  law,  where  your  State  officers  wouldn't  do  their 
^tv  We  found  in  several  phices  where  the  Attornej^s  General  had 
to  go  to  the  Federal  court  an^  get  the  injunction  There  is  no  gi-ea 
Xt^le  in  4e  way  of  getting  the  law  enforced  where  the  Federal 
2S  ™t  to  eSorcelt  or^here  a  single  prosecuting  attorney  in 
S  Stated  do  his  duty.  As  long  as  the  eighteenth  amendment 
^^d^  it  XdZ  of  Tvenr  citizen  no  matter  from  ^^at  city  or 
State  he  comes,  to  obey  that  law  and  help  enforce  the  la;v 

The  CoMSuLs.  It  would  be  a  tremendous  task  for  this  committee 
to  make  prosecuting  attorneys  in  various  counties  do  their  duty 

Mr.  WiisiSLEE.  mt  is  true,  but  we  have  the  means  of  getting 
pubUc  sentiment  aroused  so  that  they  wUl  do  it.  W  e  had  our  diffi- 
culties m  Chicago  and  several  other  places  unti  the  attorney  general 
of  tlS  State^<Kd  what  the  United  States  district  attorney  ought  to 
have  done  a  long  time  ago.  , 

The  'ChaibmaI.  If  you  will  be  kind  enough  to  hie  a  brief  with  the 
derk  containmg  whatever  you  wish,  we  wdl  be  obhged  to  you.  it 
is  after  12  o'clock  now,  and  we  will  have  to  adjourn. 

Mr.  Whbblbe.  We  will  be  very  ^ad  to  do  that. 

CFhe  paper  referred  to  follows:) 

A<n-eeable  to  the  permission  of  the  committee,  I  submit  the  following  additioiial 

'"StmiS"^ti!ff''f  bill  for  I3be  enforcement  of  the  national  prohibition  act  by 
establishine  and  maintaining  Government  warehouses,  aiui  for  other  purposes. 

l-nder  this  tWeTv  provision  that  will  aid  in  the  enforcement  ot  the  national  pro- 
hibition act  and  has  a  reasonable  relation  to  the  ^''^^'^^  ^^.^^"^^l^J^. 
mane  As  we  have  heretofore  indicated,  one  of  the  great  difficultiea  of  enforcement 
now  is  the  largely  increaaed  withdrawal  of  Uquors  for  nonbevera?e  use  whic  h  haa 
been  divertedto  beverage  uae.  In  October  over  4,000,0(i0  gallons  were  withdrav^^ 
for  this  purpose,  which  is  about  five  times  as  much  as  was  witndrawn  tor  a  similar 
purpose  before  prohibition  was  adopted.  It  is  manifest  that  there  is  a  big  leaK. 
This  can  be  provided  against,  in  part,  in  just  such  a  bill  as  flua. 

Section  35  of  the  Volstead  Act  reaches  the  illegal  manufacturer  and  retail  dealer  by 
placing  a  proMMtive  tax  upon  them  when  they  make  or  sell  liquor  in  violation  ot 
law  Verv  lar<^e  quantities,  however,  are  withdrawn  for  noiibeverage  use  and  diverted 
to  be\  era"V  us-,  and  it  can  not  be  proven  that  the  liquor  was  made  or  sold  in  violation 
of  law  It  would  not  only  be  a  revenue  measure,  but  a  law-enforcement  measure  to 
place  a  hea.x^  prohibitive  tax  upon  such  a  transaction,  which  a  vio  ation  ot  tne 
wghteenth  amendment  and  the  Federal  prohibition  code.  Instead  of  $4.20  per  gallon, 
aTsii.'^-sted  in  the  proposed  bill,  it  should  be  made  $100  per  gallon  for  all  that  is 
dive -ted  iUe^allv  to  beverage  use .  The  courts  have  sustained  repeatedly  the  princi- 
ple involved  in  this  kind  of  legislation,  and  have  set  forth  good  leaaons  for  bucH 
eruictments  in  their  dedmons. 

In  License  Tax  Cases  (5  Wall.,  462^75),  the  court  said: 

"There  is  nothin?  hostile  or  contradictory,  therefore,  in  the  acts  ot  Congress  to  tne 
le^slation  of  the  States.  What  the  latter  prohiltits,  the  former,  if  the  l^usj^^^f^ 
found  existing  notwithstanding  the  prohibition,  discourages  by  taxation..  The  two 
lines  of  legislation  proceed  in  the  same  direction  and  tend  to  the  same  result. 

The  courts  have  gone  on  the  theorv  that  sometimes  a  heavy  tax  is  a  more  certain 
method  for  preventing  the  existence  of  the  traffic  than  a  criminal  statute,  because  of 
the  greater  certainty  of  its  collection.  In  Foster  «.  Speed  (120  Tenn.,  470)  the  court 

A  budneas  which  is  inhibited  may  be  taxed.  The  im^tion  of  the  tax  upon 
an  outtewed  business  is  often  more  efiteient  In  ftdpp^Mii!^  it  thim  ftetiites  c^alang 
it  a  mmiBal  oSraae." 
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Judge  Cooley,  in  his  work  on  taxation  (3d  ed,  242),  said :  ,  , 

"On  the  other  hand,  one  purpose  of  taxatiraiaoittBtiHiefl  is  to  discourage  the  busmest 

and  perhaps  put  it  out  of  existence."  i.„  « 

It  would  simplifv  the  procedure  of  the  enforcement  of  the  prohibitive  tax  law  il 
vour  committee  would  make  clear  that  each  separate  offense,  or  at  leaat  each  day  upon 
4hich  an  offense  is  committed,  for  violating  the  prohibition  law  makw  the  person 
violating  the  law,  subject  to  a  sepuate  asseeBment  of  the  tax.  Hie  Votetead  act, 
section  35,  reads  as  follows:  ,  j     i   *^  av. 

"  \11  pro\'isions  of  law  that  aie  inconsistent  with  this  act  are  repe^ed  only  totne 
.extent  of  such  inconsistency  and  the  regulations  hMein  provided  for  the 
OT  traffic  in  intoxicating  Uquor  shaU  be  construed  as  in  addition  to  existing  laws 
■This  act  shall  not  relieve  anyone  from  pajdng  any  taxes  or  other  charges  imposed 
-upon  the  manufacture  or  traffic  in  such  liquor.    No  liquor  revenue  ^^amps  or  tax 
Toreipts  for  any  illegal  manufacture  or  sale  shall  be  issued  m  advance,  but  upon 
.evidence  of  such  illegal  manufacture  or  sale  a  tax  shall  be  assessed  against,  and  col- 
lected from,  the  person  responsible  for  such  illegal  manufacture  or  sale  ^  double  the 
iioimt  now  pro^^ed  by  law,  with  an  additional  penalty  of  ^^^^  ^^^^^^^ 
W  $1000  on  manufiicturers.   The  payment  of  such  tax  or  penalty  shall  gu  e  no  right 
to  tnigeiStSrSianufacture  or  sale  of  such  liquor,  or  relieve  anyone  from  cri^  • 
liability,  nor  shall  this  act  relieve  any  person  from  any  liability,  civil  or  cnmmat. 
heretofore  or  hereafter  incurred  imder  existing  law.  ,  ,    „,  ™ 

"The  ,S,imi«ioner,  with  the  approval  of  the  Secretary,  of  the  Treasury,  may  c^- 
-promiw  any  dvil  cause  arising  under  this  title  before  bringing  action  in  court,  and 
wXSe  approval  of  the  Attorney  General  he  may  compromise  any  such  cause  after 
.laction  thereon  has  been  commenced."  ...^^  so";  Tfitail  Umior 

Some  of  the  other  liquor  Uxes  referred  t»  in  this  sectum  are  *™,»25  retail  uqiior 
■deaS's  tax,  the  $200  reW  B  tex,  the  $1,000  WM  tox,  or 

which  provides  that  every  person  carrv-ing  on  a  business  of  a  brewer  distiller,  whole- 
■Ste  UqWdealer  etc.,  cSn^n  to  the  laws  of  a  State,  Territorv,  or  District  or  in«ay 
~rce  There  such'busiAess  is  ptoited  by  local  or  f-^^^l^iP^l 
t\m^  tn  all  the  taxes  $1  000.  A  question  has  been  raised  whether  this  is  in  eiiect  now. 
¥here  5  of  co??^!  a  t«  of  $6%  on  spirituous  Uquors  per  gallon  for  beverage  pur- 
md  a  nSr  ofother  toxes.  T^e  revenue  department  has  construed  part  of 
CfJ?  l^^rSSi  Sat  they  apply  only  once  for  a  whole  year  or  the  remaming 

i  SfficuU  therefore  to  fipre  out  just  how  muA  P^^^^^^^aleS 
^-ertain  liauor  tax  laws  as  dealers.  It  depends  on  the  date  of  the  sale  in  tne  caienaar 
^  S  ddS  Samount  of  tie  tax  <fue.  The  same  is  true  with  some  of  the  other 
SStioWit  wZld  manifestly  simplify  the  procedure ,  as  well  ^  increa^  ^K^X 
WTlnrwas  made  more  definite  and  certain  that  every  daythat  a  Ijq^-or  deal« 
cSnues  in  t he  illegal  manufacture  or  sale  of  liquor,  he  shatt >  subject  to  the  prc^ 
hSve  tai.  Each  separate  offense  is  punished  under  «[™7^P^^°^.f  ^^fi 
iw.  Why  should  not  the  same  rule  apply  under  the  P^o^^bition  ta^  se^^^^^^  will 
Maeh  the  places  most  effectively  where  the  law  is  bomg  most  Hagranth  a  lolaled.  As 
iSfasUquo^^TeaTc^^^^^^^^  I  violate  the  law,  the  <^oyernment  sWd  u^  ^ton^ 
the  criminal  penalties  found  in  the  Volstead  Act  and  the  equity  PJ^^^.^X^ 
therein  but  also  the  taxing  powers  of  flie  Government  to  prevent  this  illicit  ttade. 

There  b  no  r«»Mi  why  any  part  of  the  United  States  should  be  permitted  to  violate 
ihi pro^?Ss^heTShteenth  amendment  and  the  nationa  ^^lUon  law  e^^^^^^^^^ 
S»f  or  State  officera  fil  to  do  their  duty,  or  where  Federal  judges  do  not  properly 

^'^TherJie  See  methods providedin  the  ^^^"^V^^^^^^l^^^rj^. 
1  The  criminal  penaWa.  Wherever  the  judges  and  distoct  attomaya  and  enfowse- 

^*«S^feLt1it^jl^£^^^^^        tbe  injunction  and  abatement 

^TTn  oXThaf  a  method  might  be  outlined  to  coyer.tJie  si1«a*ion  where  all  of^ 
local  officer^  and  Federal  judgesW  United  Stot«.  district  attomeya  failed  to  do  Ito 

^t^'oWMfs^^^Sf'SSilffeclive.  the  amendments  referred  to 

^  Tht  W?Se^^uor  iraffic  is  a  criminal  and  an  outlaw  in  Hie  Y^^d  Stat^  and  there 
n,mht  not  to  be  wiv  hesitancy  in  passing  the  necessary  legislation  to  make  llie  iaiw 
JjStive  .^d  eff^SiT^  Siiot  ^Aw"  t»  e^orce  the  ^^^'^'''f^^Z!^^^'^'^ 
Scwt  for  those  who  want  to  vioUte  the  law.  Obedifflice  to  and  enforcement  of  W 
is  OTOiitial  to  the  porpetuity  of  the  Government.  ^ 
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It  would  be  very  effective  to  add  a  section  or  clause  requiring  all  alcohol  withdrawn- 
under  permits  from  the  manufactory  to  be  denatured  or  medicated,  so  as  to  j)revent 
their  being  used  for  beverage  purposes.  It  was  thought  that  this  power  was  given  to- 
the  commissioner  to  make  this  r^ulation.  It  is  questioned  and  thus  far  has  not  been 
used.  It  should  be  made  clear  in  the  law,  or  authority  given  to  the  department,  to 
make  the  regulation  if  there  is  any  doubt  about  it.  The  bootlegger's  supply  for  the 
future  will  largely  be  from  the  alcohol  plant.  The  withdrawal  of  alcohol  for  industrial 
purposes  is  made  comparatively  easy  under  title  3  of  the  Volstead  Act.  It  was  not 
thought  that  there  would  be  much  dmgct  of  industrial  alcohol  being  used  for  beverage- 
purposes.  Title  3,  however,  permits  pure  alcohol  being  withdrawn  on  payment  of  the** 
$2.20  tax.  If  it  is  denatured,  then  it  is  tax  free.  It  would  help  enforcement  if  an 
amendment  was  added  to  require  the  manufacturer  to  denature  or  medicate  the^ 
alcohol  before  it  was  turned  over  to  the  permittee.  These  permittees  are  required 
under  thelaw  to  make  a  preparation  unfit  for  beverage  use.  If  the  manufacturer  putir 
in  the  denaturant  or  medicament  into  the  alcohol,  it  will  take  it  out  of  the  beverage* 
class.  When  we  realize  the  large  number  who  are  making  falce  alcoholic  preparations, 
it  shows  the  necessity  of  better  safeguarding  these  preparations.  I  liave  taken  this 
matter  up.witli  some  of  the  larger  industrial  alcohol  plants,  and  they  say  that  it  is  a. 
practical  proposition . 

It  has  been  suggested  by  a  member  of  the  committee  that  the  best  way  to  handle^ 
this  situation  is  for  the  Government  to  take  over  the  liquor.  There  are  two  ways  by' 
which  this  can  be  done.  The  Government  can  buy  it  and  s<^Il  it  later  on  at  a  profit,, 
or  it  could  buy  it  and  denatxu-e  it  and  sell  it  just  as  tax-fre*;  alcohol  is  sold.  While- 
this  would  be  the  safer  method,  it  would,  of  course,  be  much  more  expensive.  II 
the  Government  bought  it  to  sell  it  at  a  profit,  we  may  face  the  same  difficulty  wo  did 
in  those  places  where  the  Government  handled  liquor,  and  its  own  agents  became 
corrupted  in  the  transaction.  Our  expmence  with  the  dispensary  system  is  nob 
confidence-inspiring  along  this  line. 

The  other  method  is  for  tlxe  Government  to  take  it  over,  sell  it  for  legitimate  pur- 
poses, and  return  the  proceeds  to  the  original  owner,  minus  the  expense  of  E»le  «id 
storage.  Each  year  a  percentage  could  be  paid  to  the  owner  in  proportion  to  the- 
amount  sold,  so  that  there  would  be  no  partiality  in  disposing  of  certain  liquors  first. 

This  method,  however,  does  not  solve  completely  the  problem  ahead.  As  long  as 
there  is  alcohol  or  distilled  spirits  manufactured  for  legal  purposes,  our  danger  is* 
that  it  will  be  withdritwn  ostensibly  for  that  purpose  and  diverted  to  beverage  use. 
This  is  the  reason  why  the  law-enforcement  department  should  use  its  full  power  to. 
control  these  withdrawals,  and  Congress  should  aid  the  department  by  providing 
these  additional  Baf^:uard3  in  the  proposed  measure  and  the  amendments  suggested. 


The  Chairman.  The  committee  will  stand  in  recess  mitil  3.30 
o'clock  this  afternoon. 

(Whereupon,  at  12  o'clock  noon,  the  committee  recessed  mitil  3^ 
o'clock  p.  m.). 


X 


